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We have the right team, visio

Message from the Chairman

UDR enjoyed stellar growth and achievement in 2006. We posted our strongest operating results in
over eight years, more than doubied our development and redevelopment pipeline, increased our
dividend for the 30th consecutive year, and far outperformed the major stock market indices.

In recent years, your Company has established an enviable reputation for creating shareholder value by
bringing a rigorous, bottom-line oriented discipline to operations, property acquisitions, dispositions,
development and redevelopment. However, the focus of this Annual Report, as the cover suggests, is not
just about our past accomplishments. Rather, it also looks forward by sharing with you the key strategic
initiatives, incorporated in an updated Strategic Plan developed by management and adopted by your
Board in 2006, that we believe will generate enhanced growth and profitability in the years ahead.

1 The right team 2 The right strategies 3 Strong board governance

Of course, our ability to successfully execute these initiatives is dependent on our people. | am delighted to
report that we have a committed and experienced management team and an extraordinary group of UDR
associates, alt of whom are dedicated to building a strong, sustainable business while continuing to defiver
value to residents and shareholders alike.

Your Board of Directors takes seriously its responsibility to participate
actively with management in guiding and supporting our collective
comrmitment to best practices in corporate governance and continuous
improvemnent in the performance of the business. Accordingly, we
welcome this opportunity to share with you both our 2006 results

and our confidence that, for UDR, the best is yet to come.

W é/\/\/ Robert C. Larson
Chairman of the Board




nd strategies for value creation.

Message from the CEQ

Qur vision is to be the innovative multi-family real estate investment
of choice. With innovation and execution as core capabilities,

we continued to make great progress and delivered superior
performance in 2006. Our same community monthly income per
home grew to $884, a better than 15% increase over 2005. We
delivered net operating income growth of 8.6% and boosted our
operating margin by 200 basis points to 63.5%. We strengthened
our balance sheet and improved our apartment portfolio by
completing over $1 billion of asset acquisitions, dispositions, and
capital improvements. We laid the foundation to continue to improve

our portfolio by expanding our development and redevelopment
pipeline to more than $2 billion, which will be completed over the

next five years.
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We are well on our way to realizing our vision as we
implement four strategies to guide our actions and
accelerate growth.

First, strengthen our research-driven portfalio, owning
communities in markets with tremendous upside,
where rigorous analysis of economic data, demographic
trends, industry statistics and local policies support our
investment, acquisition and disposition decisions. We
believe this will produce predictable growth, supporting
consistent future dividend increases.

Second, expand RE?, our subsidiary that solves the
puzzle of market cycles. Traditionally, REITs have bought
and held property for many years. RE3 provides us the
flexibility to assemble a portfolio and harvest value

through entitlement, zoning changes, new development,
redevelopment, conversion to condominiums and owning
property for short time periods. [t gives us flexibility to act
quickly when markets change.

Third, transform operations to grow income. Residents
embrace the instant nature of the internet and want a
“self-service” approach where they have control. We will
enhance web applications for online leasing, electronic
rent payment and online service orders as well as for
internal processes. These initiatives meet customer
needs and improve profitability. Our associates are a
vital component of our success and we are focused
on expanding training programs, reducing turnover,
encouraging innovative thinking and being known as
an employer of choice.




as an exceptional year for UDR.
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Fourth, source capital matched to opportunities. We will
partner with third parties, pension funds and institutions for
funding. Access to alternative sources of low cost capital
is critical for the successful execution of our plan.

These initiatives, which are discussed on the following
pages, complement each other and offer flexibility to
create value through all real estate cycles. They set us
apart from the competition and put us on the right path
to accelerate growth.

We are executing our strategies and demanstrating
innovation throughout the Company. | am proud of our
2,000 associates who put value creaticn at the heart of
everything they do. From operating the most efficient
multi-family housing enterprise, to developing and
redeveloping attractive properties in identified markets,

to harvesting value from selected assets, every action we
take and decision we make is predicated on creating value.

UDR is a dynamic company with many opportunities for
continued success and future growth. We invite you to join
us as we open doors to a promising future.

s

Thomas W. Toomay
Chief Executive Officer and President




Leverage our capacity Why now:
. To increase our presence in the
and infrastructure right markets to capture growth.

With qu allty assets in We will add homes in markets where

job growth expectations are high, home

Sﬁr@ngt'hen lected ket ffordabiity is | d the demand/
0 S mar . affordability 1S low, an e deman

R@S@@l’@h'DﬂV@n electe oS supply ratio for multi-family housing is

p@rtf@”@ favorable. We have an infrastructure

that will support 90,000 homes without

adding significant incremental costs,
We will sell communities in slawer

growth markets based on ressarch.

Key Statistics:

California: 27%"

N "
*At December 31, 2006, UDR owned 70,339 apartment AN > . Jh—
homes in 16 states and the District of Columbia. We L. . /-
expect that 63% of our 2007 net operating income (NOY)

will be generated in the states of California, Florida and
Texas and the Washington D.C. Corridor.




What is the objective:

To outperform the industry in net
operating income {NOI) growth.

Our research and analysis will identify
communities that meet defined criteria.
Strong job growth combined with

high home prices and limited housing
alternatives support rent increases and
occupancy gains. Revenue expansion
plus cost control fuels growth in
operating income.

How do we measure success:

Produce industry leading return
on invested capital.

In addition to increasing our presence
in selected markets, we will emphasize
redevelopment activity and invest
capital in kitchen and bath upgrades
and full community rencvations. These
investments will generate superior
returns tc new development and can
be complsted in half the time.

Example:

Tripling our California presence
to 27% of NOI from 9% in 2001.

California has high demand for
apartment homes due to strong job
growth and median horme prices that are
135% above the national average. We
grew our California presence and sold
heormes in other areas based on research
that analyzed housing affordability and
the demand/supply ratio of job growth
and multi-family construction.

1.5 Million

new LS. households per year.

0

40%

job growth in UDR’s top 10 markets is
40% greater than the U.S. average.

35% - 50%

of “Echo Boomers” will be renters.

Employment growth, household formation,
immigration and housing affordability will
boost demand for apartment homes.

Mark Wallis, Senior Executive Vice President

Texas:; 12%"

D.C. Corridor: 14%*

Florida: 16%*




Expand development, Why now:
To capture value from demand

redevelopment, for quality housing.
Strateqy: |and entiﬂement and REITs have traditionally bought, held
and operated properties. To compete
Expand RE3 Short_’[erm hold for talent, capital and investors, we
. need o evolve and explore new
Investmeﬂts, opportunities. Market conditions

dictate that the time is right to expand
our expertise in this area.

Key Statistics:

RE’, our subsidiary that focuses
on development, redevelopment,
land entitlement and short-term

hold investments, is poised to
capture superior returns through
all market cycles.

Mark Wallis, Senior Executive Vice President




What is the objective:

To accelerate growth in funds
from operations (FFO) and
outperform the industry.
Participating in new ventures and
using innovative approaches to create
value diversifies our income base and
supplements profits from traditional
operations. RE® enables us to earn
more income to support our dividend.

How do we measure SUCCess:

Generate 20% of FFO from RE®.

We are establishing a performance
history of capturing value. During 2006,
RE*s FFO contribution increased by
41% over 2005 and represented 11%
of total company FFO. We expect
continued growth in 2007.

Example:

Las Colinas, Texas.

In 2006, we completed development of
a 367 home community in Las Colinas,
Texas at a budgeted cost of $32 million.
At the end of the year, we sold it for
$45 rmillion, generating an unleveraged
internal rate of return of 15%.

Over $2 billion

budgeted cost of development /
redevelopment pipeline.

15,000 homes

in our development /
redevelopment pipeline.

$5 to $7 per share

in estimated value creation from
development / redevelopment.

Inpevaticn
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The RE? senior team: Les Boeckel, Richard Giannatti,

Mark Culwel!, Matt Akin & Mark Wallis
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Grow net operating
income through
automation and
efficiency, led by
talented, innovative
associates.

Why now:

Increase efficiency and drive
profitability.

in our sales and service aperation,
customer satisfaction is a priority, We
must anticipate trends and deliver new
initiatives before customers know they
want them. We have an obligation to
utilize technology to delight customers,
conserve natural resources and
improve financial returns.

Key Statistics:

A
A

.
. RSN




What is the objective:

To develop an automated,
systematic approach to customer
service and internal operations.

In five years, we expect to generate 90%
of our leases onling and process 100%
of our rent payments electronically. In
2007, we will implement an automated
systematic approach to pricing.
Technology will enable consistent
customer experiences, streamiing
processes and improve margins.

How do we measure success:

Grow funds from operations at
top-quartile industry rate.

Market research drives smart decision
making for pricing, service expectations,
customer interaction and amenities.
We must stay ahead of the competition
to attract and retain residents, generate
revenue and control costs. Transforming
internal processes to imprave efficiency
further improves financial performance.

Example:

Online leasing; online service
requests.

Today, customers can take a virtual
tour of an apartment, be screened for
credit, complete an application and
reserve an apartment online. We are
expanding online payment options and
are implementing a resident portal for
online service requests.

1.1 million
unique visitors went 1o our
website in 2006.

34%
of 2006 leases were initiated
via the internet.

$100

cost to attract a new resident
online vs. $800 using print ads
and brokers.

Automated operating techmnologies
will provide next generation services
and convenience for residents and
expand our profitability.

MarthalearinyexecttivelVicelRresident
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Soures Low
Cost Cepilial
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Leverage research
capabillities and
operating, financial and
investment platforms
to attract a variety of
low cost capital.

Why now:

To match our strengths with
capital and create opportunities
that accelerate growth and
improve returns.

UDR has a unigue platform for value
creation. We know our markets well
and are able to create vaiue through
operations and through our investment
platform in a variety of ways. Our skills
benefit shareholders and investment
partners who team with us.

Key Statistics:

We will maximize our return:
on assets with high levels o

Mike Ernst, Chief Financial Officer




What is the objective: How do we measure SUCCess:

Grow return on invested capital.

Wa will use our capital strength to
access investments that have high

To achieve industry-leading
returns on invested capital.

We will match opportunities to capital,
leveraging our talents by providing return potential. Qur goal is to
services to generate additional return on achigve an industry-leading return
capital. Our analytical approach identifies on invested capital.

value creation opportunities which will

be financed with an appropriate blena of

capital and expertise from financial and

operating partners.

Example:

Joint ventures with local
partners.

In 2008, we closed three joint ventures
with local developers: a $138 million
project with JP1in Marina del Rey,
California, and two projects totaling
$232 million with Su Development in
Bellevue, Washington. In both cases
we combined low cost capital with our
partners’ unique investmenti opportuni-
ties and proven execution talent.

$8.2 billion 41%

debt to market capital ratio.
BBB rating from S&P; Baa2
from Moody’s.

market capitalization.

y focusing skills and capital
alue creation potential.

30 years

of consecutive annual
dividend increases.

ZéM f:nor'wa.fuu'l‘m - 2@M r-ec:'eve’opmen'f' cos+

= §7M walve creafed

T~
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The senior finance team:
Stacy Riffe. David Messenger & Mike Ernst
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What are the key demographic
trends that will affect your
business?

Demographers project that the “echo
boom” generation will grow by four million
by 2011 and that 35% to 50% of them
wil be renters. In addition, immigration

is expected to grow by as much as one
million people each year during this same
time period with one third expected to
rent. These are incremental to the current
renter population of 40 million, so we
anticipate a future of increasing demand.

How are you demonstrating
innovation?

We usa internet marketing programs and
creative methods to maximize search
engine leads. Redevelopment and
renovation programs are leading edge
and improve the value of our communi-
ties. We have an enviranmentally friendly
lifecycle cost purchasing program. We
champicn mixed-use development,
including live/work/retail in the same
community. Innovative deal structures
with partners expand aur portfolic.

-/
Tom Teomey

Chief Execdtiye Officer
and Pres_‘.ide'nt

How are you using technology to
transform your business?

Technology drives efficiencies and
simplifies leasing for residents. Along with
computers, we will utilize mobile devices
for lead generation, customer service and
resident communications, Blogging and
social networking capture search engine
traffic and increase brand recognition,
Streamlining administrative workflows
improves preductivity by reducing manual
processes, accelerating decision-making,
revenue growth and profitability.

What is involved in your kitchen
and bath improvement program?

We install upgraded kitchen appliances,
cabinets, countertops, lighting, flooring
and new bathroom fixtures, Each
community selects from several
standardized packages and installation
can be complete in as little as three days.
In some homes, we change floor plans
to open the space and improva the flow.
We typically invest between $8.000 and
$12.0C0 per upgrade and target an 8% to
10% initial cash return on the investment.

Mark Wallis

Senior Executive Vice President
Acquisitions. Dispositions,
Asset Quality and Davelopment



What are you doing to conserve
energy”?

In the last two years, we have spent $36
million on new central air conditioners
and heat pumps, installing efficient,
energy friendly systems. We use a

total lifecycle cost analysis approach for
purchasing appliances, which analyzes
lifetime expectancy, energy costs, repair
frequency and initial cost to determine
the best purchase. Landscaping
decisions consider irrigation needs and
water conservation.

What is the financial impact from
your redevelopment program?

Our redevelopment program includes

fuil exterior renovation of communities

in addition to complete interior remodel-
ing. In many instances, we expect cash
flow from redeveloped communities to
increase by 50% 1o 100% and market
value to increase by 20% to 50%. During
rengvation, we collect lower revenue from
homes out of service but the long-term
value creation far exceeds the short-
term dilution.

Executive Vice P_'reside‘n“t
V& VICe Fres

How does UDR attract new talent
to the team?

We have a solid reputation in the
industry, and are recognized as having

a high performance cufture. Our core
values of integrity, respect, teamwork,
ownership and growth define the way we
work together. We encourage innovative
thinking and reward success, and we
continually focus on ways that make
UDR a great place to work.

Can you provide more details

on your investment pipeline?
Developments/redevelopments in process
total $900 million. This includes new
construction of 896 homes that we own,
860 homes under contract for purchase
and are being developed by others and
8969 homes in joint venturas with local
partners. We have 4,060 homes in our full
scope redevelopment program. In addition
to this, cur future investment pipeline totals
nearly 8,400 homes with an expected
investment of over $1.3 billion,

Executive Vice IPresidemt

and Chief Financial Officer

Is your portfolio repositioning
complete?

We are essentially finished repositioning
our portfclio. In the past five years, we
have sold over 40% of our portfolio,
representing nearly 30,000 homes, and
repositioned another 20% through
redevelopment. We purchased over
22,000 homes in locations having strong
job growth, low housing affordability and
a favorable demand /supgply ratio for
multi-family housing.

How can you generate more
monthly revenue per home?

The primary method is rent increases
where demand for housing is supported
by strong job growth and high cost of
alternative housing. Secondary methods
include reimbursement programs where
residents pay for utilities and trash
removal, and for pets, late payments, and
damages. For 2006, our total monthly
income per home was $884, up over 15%
from 2005. We are exploring additional
strategies to grow revenues including
implementing yield management software.

15




Key Financial Highlights for 2006

Same Community Results:

T T T

Revenue growth up Net operating income up Operating margin reached Average physical occupancy reached

6% 3.6% 635% 94.7%

(in millions, except per share data and apartment homes owned) 2006 2005 2004
For the Year

Rental income from continuing property operations $ 694 § 622 $§ 513
Incormne from continuing property operations excluding depreciation {NOI) 119 370 295
(Loss)/income before minority interests and discontinued operations (30) - 6
Income from discontinued operations, net of minority interests 156 154 90
Net income 129 155 97
Bistributions to preferred stockhclders 15 15 20
Net income available to common stockholders 113 140 72
Funds from operations - diluted (a) 248 242 220
Common distributions declared 168 164 152

Per Share

Earnings per common share - diluted $ 085 8 103 $ 056
Funds from operations - diluted (a) 1.68 1.61 1.51
Common distributions declared 1.25 1.20 117

At Year End

Real estate owned, at carrying value (b) $ 5,820 $ 5512 $ 5,243
Secured dett 1,183 1,116 1,198
Unsecured debt 2,156 2.044 1,682
Stockhelders' equity 1,055 1,108 1,195
Number of commaon shares outstanding 135 134 136
Number of completed apartment homes owned 70,339 74.875 78.855

(8) Funds from operations (FFO) is defined as net income (computed in accordance with generally accepted accounting principles}, excluding
gains {or losses) from sales of depreciable property, plus real estate depreciation and amortization, and after adjustments for unconsalidated
partnerships and joint ventures. This definition conforms with the National Association of Real Estate Investment Trust's definition issued in
April 2002. For 2004, FFQ and FFO per share include a charge of $5.5 million to cover hurricane related expenses. For 2005, FFO and FFO
per share include $2.5 million of hurricane related insurance recoveries.

Net incremmental gains on the sale of condominium homes and the net incremental gain on the disposition of reat estate investments
developed for sale are defined as net sales proceeds less a tax provision and the gross investment basis of the asset before accumulated
depreciation. We consider FFO with gains/losses on the sale of condominium homes and gains/losses on the disposition of rea! estate
investments developed for sale to be a meaningful supplemental measure of performance because the short-term use of funds produce a
profit that differs from the traditional iong-term investment in real estate for REITs.

16

b} Includes real estate held for investment, real estate held for disposition, and real estate under development, before depreciation.
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Item 1. BUSINESS

General

United Dominion Realty Trust, Inc. is a self administered real estate investment trust, or REIT, that owns,
acquires, renovates, develops, and manages apartment communities nationwide. At December 31, 2006, our
apartment portfolio included 242 communities located in 33 markets, with a total of 70,339 completed
apartment homes, In addition, we had five apartment communities under development.

We have elected 10 be taxed as a REIT under the Internal Revenue Code of 1986, as amended, or the
Code. To continue to qualify as a REIT, we must conlinue to meet certain tests which, among other things,
generally require that our assets consist primarily of real estate assets, our income be derived primarily from
real estate assets, and that we distribute at Jeast 90% of our REIT taxable income (other than our net capital
gain) to our stockholders. As a qualified REIT, we generally will not be subject to U.S. federal income taxes
at the corporate level on our net income to the extent we distribute such net income to our stockholders. In
2006, we declared total distributions of $1.25 per common share to our stockholders, which represents our
30th year of consecutive dividend increases to our stockholders.

We were formed in 1972 as a Virginia corporation. In June 2003, we changed our state of incorporation
from Virginia to Maryland. Our corporate headquarters is located at 400 East Cary Street, Richmond, Virginia.
Qur principal executive offices are located at 1745 Shea Center Drive, Suite 200, Highlands Ranch, Colorado.
As of February 20, 2007, we had 1,809 full-time employees and 127 part-time employees.

Our subsidiaries include two operating partnerships, Heritage Communities L.P., a Delaware limited
partnership, and United Dominion Realty L.P., a Delaware limited partnership. Unless the context otherwise

LLINYY LTS LEREYY

requires, all references in this Report to “we,” “us,” “our,” “'the company,” or “UDR" refer collectively to
United Dominion Realty Trust, Inc. and its subsidiaries.
2006 Accomplishments

e We increased our common stock dividend for the 30th consecutive year.

« We completed over $1.2 billion of capital transactions in 2006.

* We authorized a new 10 million share repurchase program that replaced our previous 11 million share
repurchase program.

» We acquired 2,763 apartment homes in eight communities for approximately $327.5 million and two
parcels of land for $19.9 million.

« We completed the disposition of 24 apartment communities with 7,653 apartment homes for an
aggregate sales price of approximately $444.9 million. In addition, we sold 384 condominiums within
four communities for a total consideration of $72.1 million,

Business Objectives and Operating Strategies

Our principal business objective is to maximize the economic returns of our apartment communities to
provide our stockholders with the greatest possible total return and value. To achieve this objective, we intend
to continue to pursue the following goals and strategies:

+ own and operate apartments across a national platform, thus enhancing stability and predictability of
returns to our stockholders,

* manage real estale cycles by taking an opportunistic approach to buying, selling, and building apartment
communities,

* empower sile associates to manage our communities efficiently and effectively,

2




* measure and reward associates based on specific performance targets, and

* manage our capital structure to ensure predictability of earnings and dividends.

Acquisitions

During 2006, using the proceeds from our disposition program, as well as debt offerings, we acquired
eight communities with 2,763 aparument homes at a total cost of approximately $327.5 million, including the
assumption of secured debt. In addition, we purchased two parcels of land for $19.9 million.

When evaluating potential acquisitions, we consider:

» research in the following areas: population growth, cost of alternative housing, overall potential for
economic growth and the tax and regulatory environment of the community in which the property is
located,

* geographic location, including proximity 10 our existing communities which can deliver significant
economies of scale,

* construction quality, condition and design of the community,

* current and projected cash flow of the property and the ability to increase cash flow,

* potential for capital appreciation of the property,

* ability to increase the value and profitability of the property through upgrades and repositioning,
* terms of resident leases, including the potential for rent increases,

* occupancy and demand by residents for properties of a similar type in the vicinity,

* prospects for liquidity through sale, financing, or refinancing of the property, and

* competition from existing multifamily communities and the potential for the construction of new
multifamily properties in the area.

The following table summarizes our apartment acquisitions and our year-end ownership position for the
past five years (dollars in thousands):

2006 2005 2004 2003 2002
Homes acquired . ... ... ... 2,763 2,561 8,060 5,220 4611
Homes owned at
December 31 .......... 70,339 74,875 78.855 76,244 74,480
Total real estate owned, at
carrying value. . . .. ... .. $5,820,122  $5512.424  $5.243.296 $4,351,551  $3,967.483
Dispositions

We regularly monitor and adjust our assets to increase the quality and performance of our portfolio.
During 2006, we sold over 7,600 of our slower growing, non-core apartment homes while exiting some
markets in an effort to increase the guality and performance of our portfolio. Proceeds from the disposition
program were used primarily to reduce debt and fund acquisitions.

Factors we consider in deciding whether to dispose of a property include:

* current market price for an asset compared to projected economics for that asset,
* potential increases in new construction in the market area,

* areas where the economy is not expected to grow substantially, and

* markets where we do not intend to establish long-term concentration.
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At December 31, 2006, we had two communities with a total of 475 apartment homes, one community
with a total of 320 condominiums, one commercial unit, and one parcel of land classified as real estate held
for disposition. We are in the market for replacement properties that will correspond with our expected sales
activity to prevent dilution to earnings.

Upgrading and Development Activities

During 2006, we continued to reposition properties in targeted markets where we concluded there was an
opportunity to add value and achieve greater than inflationary increases in rents over the long term. In 2006,
we spent $21.6 million on five development projects that are expected to be completed in 2007 and 2003.
Revenue enhancing capital expenditures, including kitchen and bath renovations, and other extensive interior
upgrades totaled $144.1 million or $2,002 per home for the year ended December 31, 2006. In addition, we
spent $37.0 million on major renovation projects that included major structural changes and/or architectural
revisions to existing buildings and the wiring and/or re-plumbing of an entire building.

The following wholly owned projects were under development as of December 31, 2006:

Number of Completed Cost to Budgeted Estimated  Expected
Apartment Apartment Date Cost Cost Completion
Homes Homes (In thousands) (In thousands) Per Home Date

2000 Post — Phase 111

San Francisco. CA .. ......... 24 24 $10,254 $11.000 $458,300 1Q07
Villas at Ridgeview Townhomes

Plano, TX ....... ... ... ... 48 — 7.022 10,000 208,300 3Q07
Ridgeview Apartments

Plano, TX . ... ... vt 202 — 8.296 18,000 89,100 3Q07
Northwest Houston — Phase |

Houston, TX ............... 320 — 4,421 22,000 68,800 2Q08
Lincoln Towne Square — Phase II

Plano, TX ............ ... 302 — 4,384 26,000 86,100 3Q08

896 24 $34,377 $87.000 $ 97,100

In addition, we owned five parcels of land held for future development aggregating $35.4 million at
December 3t, 2006.

The following consolidated joint venture projects were under development as of December 31, 2006:

Number of Completed Cost to Budgeted Estimated  Expected
Apartment Apartment Date Cost Cost Completion
Homes Homes (In thousands) (In thousands) Per Home Date

Jefferson at Marina del Rey

Marinadel Rey, CA ........ ... 208 —_ $ 76,601 $138,000 $463.100 2Q08
Ashwood Commons

Bellevue, WA ... ............. 271 — 23,660 97,000 357,900  4Q08
Bellevue Plaza :

Bellevue, WA .. .............. 400 — 34,220 135,000 270,000  4Q09

969 $134,481 $370,000 $381,800




Financing Activities

As part of our plan to strengthen our capital structure, we utilized proceeds from dispositions, debt and
equity offerings and refinancings to extend maturities, pay down existing debt, and acquire apartment
communities. The following is a summary of our major financing activities in 2006:

* Repaid $70.3 million of secured debt and $138.8 million of unsecured debt,

* Authorized a new 10 million share repurchase program in February 2006. This program replaces our
previous 11 million share repurchase program under which we repurchased approximately 10 million
shares.

* Sold $125 million aggregate principal amount of 6.05% senior unsecured notes due June 2013 in June
2006 under our medium-term note program. The net proceeds of approximately $124 million were used
for debt repayment.

* Sold $250 million aggregate principal amount of 3.625% convertible senior unsecured notes due 2011
in October 2006. The net proceeds of approximately $245 million were used for the repayment of
indebtedness under our revolving credit facility, the cost of a capped call transaction, and for other
general corporate purposes. The capped call instrument effectively increased the conversion premium to
40%.

Markets and Competitive Conditions

At December 31, 2006, we owned 242 apariment communities in 33 markets in 16 states. When
comparing fourth quarter 2006 to the same period in the prior year, 90% of the portfolio generated positive
revenue growth and 75% of the portfolio generated positive net operating income growth. We have a
geographicatly diverse portfolio and we believe that this diversification increases investment opportunity and
decreases the risk associated with cyclical local real estate markets and economies, thereby increasing the
stability and predictability of our eamings.

We believe changing demographics will have a significant impact on the apartment industry over the next
two decades. In particular, we believe the annual number of young people entering the workforce and creating
households will be significantly higher over the next 10 to 15 years as compared to the number who entered
the workforce over the past 10 years. The number of single people and single parent households continues to
grow significantly. The immigrant population is also expected to grow at an accelerated pace. Each of these
population segments has a high propensity to rent.

In many of our markets, competition for new residents is intense. Some competing communities offer
features that our communities do not have. Competing communities can use concessions or lower rents to
obtain temporary competitive advantages. Also, some competing communities are larger or newer than our
communities. The competitive position of each community is different depending upon many factors including
sub-market supply and demand. In addition, other real estate investors compete with us to acquire existing
properties and to develop new properties. These competitors include insurance companies, pension and
investment funds, developer partnerships, investument companies and other apartment REITs. This competition
could increase prices for properties of the type that we would likely pursue, and our competitors may have
greater resources, or lower capital costs, than we do.

We believe that, in general, we are well-positioned to compete effectively for residents and investments.
We believe our competitive advantages include:

* a fully integrated organization with property management, development, acquisition, marketing and
financing expertise,

* scalable operating and support systems,

* purchasing power,




« geographic diversification with a presence in 33 markets across the country, and
» significant presence in many of our major markets that allows us to be a local operating expert.

Moving forward, we will continue t0 emphasize aggressive lease management, improved expense control,
increased resident retention efforts and the realignment of employee incentive plans tied to our bottom line
performance. We believe this plan of operation, coupled with the portfolio’s strengths in targeting renters
across a geographically diverse platform, should position us for continued operational improvement.

Communities

At December 31, 2006, our apartment portfolio included 242 communities having a total of 70,339
completed apartment homes. In addition, we had five apartment communities under development. The overall
quality of our portfolio has significantly improved since 2001 with the disposition of non-core apartment
homes and our upgrade and rehabilitation program. The upgrading of the portfolio provides several key
benefits related to portfolio profitability. It enables us to raise rents more significantly and to attract residents
with higher levels of disposable income who are more likely to accept the transfer of expenses, such as water
and sewer costs, from the landlord 1o the resident. In addition, it potentially reduces recurring capital

expenditures per apartment home, and therefore should result in increased cash flow.

Same Community Comparison

For 2006, same community property operating income increased 8.6% or $30.4 million compared to
2005. The increase in property operating income was primarily attributable to a 6.0% or $34.2 million increase
in revenues from rental and other income that was offset by a 1.8% or $3.9 million increase in operating
cxpenses. The increase in revenues from rental and other income was primarily driven by a 4.9% or
$28.4 million increase in rental rates, a 17.6% or $2.2 million decrease in concession expense, and a 12.5% or
$5.0 million increase in utility reimbursement income and fee income. Physical occupancy increased 0.1% to
94.7%.

The increase in properly Operating expenses was primarily driven by a 15.8% or $1.6 million increase in
insurance costs, a 4.4% or $1.5 million increase in utility costs, a 2.8% or $1.5 million increase in personnel
costs, a 1.1% or $0.4 million increase in repair and maintenance expenses, and a 0.5% or $0.3 million increase
in real estate taxes. These increases in operating expenses were partiaily offset by a 6.0% or $1.2 million
decrease in administrative and marketing expenses.

Customers

Our upgrade and rehabilitation programs enable us to raise rents and attract residents with higher levels
of disposable income who are more likely to accept the transfer of expenses, such as water and sewer COsts,
from the landlord to the resident. We believe this segment provides the highest profit potential in terms of rent
growth, stability of occupancy and investment opportunities.

We believe there will be a significant increase in the number of younger renters over the next 10 to
15 years, and that the immigrant population will remain a significant and growing part of the renter base.
Accordingly, we plan to target some of our incremental investments to communities that will be attractive to
younger households or to the immigrant populations, These communities will often be located close to where
these residents work, shop and play.

Tax Matters

We have elected to be taxed as a REIT under the Code. To continue to qualify as a REIT, we must
continue to meet certain tests that, among other things, generally require that our assets consist primarily of
real estate assets, our income be derived primarily from real estate assets, and that we distribute at teast 90%
of our REIT taxable income (other than net capital gains) to our stockholders. Provided we maintain our
qualification as a REIT, we generally will not be subject to U.S. federal income taxes at the corporate level on
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our net income to the extent such net income is distributed to our stockholders. Even if we continue to qualify
as a REIT, we will continue to be subject to certain federal, state and local taxes on our income and property.

We may utilize taxable REIT subsidiaries to engage in activities that REITs may be prohibited from
performing, including the provision of management and other services to third parties and the conduct of
certain nonqualifying real estate transactions. Taxable REIT subsidiaries generally are taxable as regular
corporations and therefore are subject to federal, state and local income taxes.

Inflation

Substantially all of our leases are for a term of one year or less, which may enable us to realize increased
rents upon rengwal of existing leuses or the beginning of new leases. Such short-term leases generally
minimize the risk to us of the adverse effects of inflation, although as a general rule these leases permit
residents to leave at the end of the lease term without penalty. Short-term leases and relatively consistent
demand allow rents to provide an attractive hedge against inflation.

Environmental Matters

Various environmental laws govern certain aspects of the ongoing operation of our communities. Such
environmental laws include those regulating the existence of asbestos-containing materials in buildings,
management of surfaces with lead-based paint (and notices to residents about the lead-based paint), use of
active underground petroleum storage tanks, and waste-management activities. The failure to comply with such
requirements could subject us to a government enforcement action and/or claims for damages by a private
party.

To date, compliance with federal, state and local environmental protection regulations has not had a
material effect on our capital expenditures, earnings or competitive position. We have a property management
plan for hazardous materials, As part of the plan, Phase I environmental site investigations and reports have
been completed for each property we acquire. In addition, all proposed acquisitions are inspected prior to
acquisition. The inspections are conducted by qualified environmental consultants, and we review the issued
report prior to the purchase or development of any property. Nevertheless, it is possible that our environmental
assessments will not reveal all environmental liabilities, or that some matertal environmental liabilities exist of
which we are unaware. In some cases, we have abandoned otherwise economically attractive acquisitions
because the costs of removal or control of hazardous materials have been prohibitive or we have been
unwilling to accept the potential risks involved. We do not believe we will be required to engage in any large-
scale abatement at any of our propertics. We believe that through professional environmental inspections and
testing for asbestos. lead paint and other hazardous materials, coupled with a relatively conservative posture
toward accepting known environmental risk, we can minimize our exposure to potential liability associated
with environmental hazards.

Federal legislation requires owners and landlords of residential housing constructed prior to 1978 to
disclose to potential residents or purchasers of the communities any known lead paint hazards and imposes
treble damages for failure to provide such notification. In addition, lead based paint in any of the communities
may result in lead poisoning in children residing in that community if chips or particles of such lead based
paint are ingested, and we may be held liable under state laws for any such injuries caused by ingestion of
lead based paint by children living at the communities.

We are unaware of any environmental hazards at any of our properties that individually or in the
aggregale may have a material adverse impact on our operations or financiat position. We have not been
notified by any governmentul authority, and we are not otherwise aware, of any material non-compliance,
liability, or claim relating to environmental liabilities in connection with any of our properties. We do not
believe that the cost of continued compliance with applicable environmental laws and regulations will have a
material adverse effect on us or our financial condition or results of operations. Future environmental laws,
regulations, or ordinances, however, may require additional remediation of existing conditions that are not
currently actionable. Also, if more stringent requirements are imposed on us in the future, the costs of
compliance could have a material adverse effect on us and our financiat condition.
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Insurance

We carry comprehensive general liability coverage on our communities, with limits of liability customary
within the industry to insure against liability claims and related defense costs. We are also insured, in all
material respects, against the risk of direct physical damage in amounts necessary 10 reimburse us on a
replacement cost basis for costs incurred to repair or rebuild each property. including loss of rental income
during the reconstruction period.

Executive Officers of the Company

The following table sets forth information about our exccutive officers as of February 20, 2007. The
executive officers listed below serve in their respective capacitics at the discretion of our board of directors.

Name Age Office Since

Thomas W. Toomey . . . ... ..o oon 46 Chief Executive Officer — President and 2001
Director

W Mark Wallis. . ... ..o 56 Senior Executive Vice President 2001

Michael A.Emst. . ... ..o en 46 Exccutive Vice President & Chief Financial 2006
Officer

Martha R.Carlin .. ..........oonnnn 44  Execulive Vics President — Operations 2001

Richard A. Giannotti . . .. ... ... . - 51 Executive Vice President — Asset Quality 1985

Matthew T. Akin . ... ... 39  Senior Vice President — Acquisitions & 1994
Dispositiens

Lester C. Boeckel ... ..o oin o 58  Secnior Vice President — Condominiums 2001

Mark M. Culwell, Jr. . ... ..ot 55 Senior Vice President — Development 2006

Erin Ditto O'Brien. .. .. ... ..o 37 Senior Vice President — Director Property 1996
Operations

Patrick 8. Gregory . ... ..o oovvne-onn 57 Senior Vice President & Chief Information 1997
Officer

David L. Messenger. . ... ... ... 36 Senior Vice President & Chief Accounting 2002
Officer

Thomas A. Spangler . ............... 46  Senior Vice President — Business Development 1998

S. Douglas Walker. . ..............-. 51  Senior Vice Presidenmt — Transactions 2006

Mary Ellen Norwood . . . ... ... oo 52 Vice President — Legal Administration & 2001
Secretary

Thomas P. Simon. . .. ......... ... -. 46 Vice President & Treasurer 2006

Set forth below is certain biographical information about our executive officers.

Mr. Toomey spearheads the vision and strategic direction of the company and oversees its executive
officers. He joined us in February 2001 as President, Chief Executive Officer and Director. Prior to joining us,
Mr. Toomey was with Apartment Investment and Management Company (AIMCO) from January 1996 until
February 2001, where he served as Chief Operating Officer for two years and Chief Financial Officer for four
years. During his tenure at AIMCO, Mr. Toomey was instrumental in the growth of AIMCO from 34,000
apartment homes to 360,000 apartment homes. He has also served, from 1990 to 1995, as a Senior Vice
President and Treasurer at Lincoln Property Company, a national real estate development, property manage-
ment and real estate consulting company. Mr. Toomey began his carcer at Arthur Andersen & Co. serving real
estate and banking clients as an Audit Manager. He currently serves as a member of the boards of the National
Association of Real Estate Investment Trusts and the National Multihousing Council, and he serves as a
consultant to the Homeland Security Task Force of the Real Estate Roundtable and Chairman of the Pandemic
Fiu Preparedness Committee of the Real Estate Roundtable.

Mr. Wallis oversees the areas of acquisitions, dispositions, condominium conversions, asset quality and
development. He joined us in April 2001 as Senior Executive Vice President responsible for acquisitions,
dispositions, legal and certain administrative matters. Since that time, his focus has shifted to acquisitions,
dispositions, asset quality, condominium conversions and development. Prior to joining us, Mr. Wallis was the
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President of Golden Living Communities, a company he established in 1995 1o develop senior housing. During
his tenure at Goiden Living, Mr. Wallis was involved in the development of eight communities containing over
1,200 assisted and independent living apartments. From 1980 to 1995, Mr. Wallis was Executive Vice
President of Finance and Administration at Lincoln Property Company where he handled interim and
permanent financing for office, retail, multi-family and mixed-use developments. His responsibilities also
included the negotiation of acquisitions, dispositions, and management contracts, and oversaw the direction of
the national accounting and computer services divisions. Prior to joining Lincoln, Mr. Wallis served as Vice
President of Finance for Folsom Investments, Inc., a large diversified real estate developer. Mr. Wallis began
his career as an auditor at Alford, Meroney and Company, a Dallas CPA firm.

Mr. Emst oversees the areas of corporate accounting, financial planning and analysis, investor relations,
treasury operations, tax and property tax administration, risk management, SEC reporting and legal administra-
tion. He joined us in July 2006 as Executive Vice President and Chief Financial Officer. Prior to joining us,
Mr. Emnst was with Prentiss Properties Trust (Prentiss), where he most recently served as Executive Vice
President and Chief Financial Officer. He joined Prentiss in 1997 in the role of Vice President and Treasurer,
and was promoted to Senior Vice President and Chief Financial Officer in 1999, and then to Executive Vice
President and Chief Financial Officer in 2001, During his tenure at Prentiss, Mr. Emst was involved in the
development of corporate strategy, was active in corporate mergers and acquisitions activity and structured in
excess of $3.5 billion in capital transactions. He was a member of Prentiss’s investment committee and was
responsible for corporate and property accounting, capital markets, investor relations and financial planning
and analysis. Prior to that, Mr. Ernst worked for Nations Bank, now Bank of America, where he was a Senior
Vice President in their real estate finance group.

Ms. Carlin oversees all operations, including property operations, human resources, technology, internet
strategy and business development. She joined the company in March 2001 as Senior Vice President
responsible for operational efficiencies and revenue enhancement. She was promoted to Senior Vice President,
Director of Property Operations in 2004 and to Executive Vice President, Director of Property Operations in
2005. Ms. Carlin was Senior Vice President of Operations for opsXchange, Inc., a real estate procurement
technology developer, from 1999 until March 2001. Prior to that, Ms. Carlin was with Apartment Investment
and Management Company, from 1996 through 1999, where she served as Senior Vice President of Ancillary
Services, President of Buyers Access and was involved in Dispositions and Secured Financing. Ms. Carlin
began her accounting career as a member of Arthur Andersen’s Real Estate Services Group.

Mr. Giannotti oversees redevelopment projects in the mid-Atlantic region. He Joined us in September
1985 as Director of Development and Construction. He was elected Assistant Vice President in 1988, Vice
President in 1989, and Senior Vice President in 1996, In 1998, he was assigned the additional responsibilities
of Director of Development for the Eastern Region. In 2003 Mr. Giannotti was promoted to Executive Vice
President — Asset Quality to manage the company’s Asset Quality program and to be responsible for the
direction of recurring capital expenditures for asset preservation, initial capital expenditures relating to
acquisitions and redevelopment projects. In 2006 Mr. Giannotti’s responsibilities shifted to focus on acquisition
efforts and development projects in the mid-Atlantic region as well as redevelopment projects.

Mr. Akin oversees our acquisition and disposition efforts. He joined us in 1996 in connection with the
merger with SouthWest Property Trust, where he had been a Financial Analyst since 1994. He was promoted
to Due Diligence Analyst in April 1998 and to Asset Manager for the Western Region in 1999, Mr. Akin was
promoted to Vice President, Senior Business Analyst in September 2000 and his focus shifted to acquisitions
for the Western Region. In May 2004 he was promoted to Vice President — Acquisitions, and in August 2006
he was promoted to Senior Vice President — Acquisitions and Dispositions. Prior to Jjoining SouthWest
Property Trust, Mr. Akin was with Lexford Properties from 1989 10 1994, where he began as Staff Accountant
and was promoted to Assistant Controller.

Mr. Boeckel oversees the conversion of existing apartment properties, the acquisition of properties for
conversion, and the development of condominium communities. He Joined us in July 2001 as Vice President
of Dispositions and Acquisitions and was promoted in February 2002 1o Senior Vice President — Dispositions
and Acquisitions. His title was changed to Senior Vice President — Condominiums in December of 2004,
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when his focus shifted from acquisitions and dispositions to condo conversions and the development of multi-
family for-sale housing. Prior to joining us, Mr. Boeckel was with Apartment Investment and Management
Company (AIMCO), from 1998 to 2001. Mr. Boeckel served as Regional Vice President, a position with
operating responsibilities for a portfolio of 12,000 apartment homes, and as Senior Vice President of Asset
Management. Before joining AIMCO, Mr. Boeckel had over 20 years of real estate experience with various
firms, including a national multi-family development company, a pension fund advisor, a regional investment
banking firm and several national apartment syndication firms.

Mr. Culwell oversees all aspects of in-house development, joint venture development and pre-sale
opportunities. He joined us in June 2006 as Senior Vice President — Development. Prior to joining us,
Mr. Culwell served as Regional Vice President of Development for Gables Residential, where he established a
$300 million pipeline of new development and redevelopment opportunities. Before joining Gables Residential,
Mr. Culwell had over 30 years of real estate experience, including working for Elsinore Group, LLC, Lexford
Residential Trust, Cornerstone Housing Corporation and Trammel! Crow Residential Company, where his
development and construction responsibilities included site selection and acquisition, construction oversight,
asset management, as well as obtaining financing for acquisitions and rehabilitations. Mr. Culwell began his
career, in Houston, as a broker with Vallone and Associates Real Estate Brokerage.

Ms. O'Brien oversees our property operations. She joined us in 1996 as a Community Director and in
1997 she was promoted to Assistant Vice President, District Manager for our Greensboro, North Carolina
portfolio. In 2001, Ms. O’ Brien joined a real estate company headquartered in Greensboro as a Regional
Manager, and then returned to UDR the same year as a Pricing Manager. In June 2002, she was promoted to
the position of District Manager, and in October 2003 she was promoted to Vice President-Operations, which
encompassed all of North Carolina except Charlotte. In November 2004, she was promoted to Vice President-
Operations, which expanded her responsibilities to the entire portfolio. In January 2007, she was promoted to
Senior Vice President-Property Operations, Prior to joining us, Ms. O’Brien served as a Property Manager, a
Leasing Director and a Regional Marketing Director for several national multi-family housing companies,
where her focus was primarily on the development of marketing plans and troubleshooting for under-
performing properties.

M. Gregory oversees all aspects of our Technology Management. He joined us in March 1997 as Vice
President, Chief Information Officer, responsible for the planning and management of all Information Services
related activities, including systems development, network operations, training, enterprise applications and end
user support. In 1999, Mr. Gregory was promoted to Senior Vice President, Chief Information Officer. In
addition to oversight of Information Services, his responsibilities include the development of a strategic
technology plan for the company and ensuring that the company’s technology supports the company’s strategic
business goals as well as the day-to-day operational needs. Prior to joining us, Mr. Gregory was with Crestar
Bank for over 20 years, where he began as a Training Manager, managing the technical training for the
Information Systems professionals. He was promoted to Solution Center Manager, where he managed the
introduction and assimilation of fourth generation languages, personal computers, personal productivity
software and local area networks; to Internet Developer, where he researched new technologies and developed
internet-based applications, and identified new technologies that would lower costs and improve services to
both internal and external customers.

Mr. Messenger oversees all aspects of our accounting functions. He joined us in August 2002 as Vice
President and Controller. In that role, Mr. Messenger was responsible for SEC reporting, Sarbanes-Oxley
compliance and supervision of all accounting functions. In March 2006, Mr. Messenger was promoted to Vice
President and Chief Accounting Officer. In January 2007, Mr. Messenger was promoted to Senior Vice
President and Chief Accounting Officer. Prior to joining us, Mr. Messenger was owner and President of TRC
Management Company, a restaurant management company, in Chicago. He has worked as a Controller at
HMS Resource, Inc. Mr. Messenger began his career with Emst & Young LLP, as a manager in their Chicago
real estate division.

Mr. Spangler oversees internal audit, utilities management, procurement and non-rental revenue programs.
He joined us in August 1998 as Assistant Vice President, Operational Planning and Asset Management, and
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was promoted to Vice President, Director of Operational Planning and Asset Management that same year. He
was promoted to Senior Vice President — Business Development in February 2003. Prior to joining us,

Mr. Spangler served for nine years as an Asset Manager for Summit Enterprises, Inc. of Virginia, a private
investment management firm, where he oversaw a portfolio consisting of agricultural, commercial, mixed-use
commercial, industrial and residential properties.

Mr. Walker oversees our Asset Quality, Kitchen & Bath and “Green Building™ programs in addition to all
non-residential owned and leased real estate. He joined us in May 2006 as Senior Vice President —
Transactions. Prior to joining us, Mr. Walker served as a consultant to the multi-family industry. He served as
President of Harwood Pacific, a Dallas-based developer of mixed-use high-rise office projects. He was also
President of Harwood Management, a division of Harwood International, from 1994 to 2002, where he was
responsible for operations of an $800 million portfolio of properties in Europe and the U.S.

Ms. Norwood oversees our legal department, coordinates outside legal services and is our Corporate
Secretary. She joined us in August 2001 as Vice President — Legal Administration and Corporate Secretary,
Prior to joining us, Ms. Norwood was employed by Centex Corporation in various legal capacities for 15 years,
the most recent of which was as its Legal Administrator. Centex is a New York Stock Exchange listed
company that operates in the home building, financial services, construction products, construction services
and investment real estate business segments.

Mr. Simon oversees capital markets and treasury management. He joined us in October 2006 as Vice
President and Treasurer. Prior 1o Joining us, Mr. Simon was with Prentiss Properties Trust (Prentiss} where he
most recently served as Senior Vice President and Treasurer. Mr. Simon’s tenure at Prentiss began in 1985
when he joined Cadillac Fairview US, a publicly-held precursor to Prentiss, in the role of tax analyst. In 1987
he was promoted to Corporate Centroller, to Vice President Accounting in 1992, and to Senior Vice President
and Chief Accounting Officer in 1999, In May 2004 Mr. Simon took over the role of Senior Vice President
and Treasurer. During his tenure at Prentiss, Mr. Simon was responsible for the design and implementation of
new accounting systems; project leader for the implementation of Sarbanes Oxley: negotiation of construction
financing, property level financing, corporate financings and interest rate hedge transactions. He was integrally
involved in the merger of Prentiss with Brandywine Realty Trust, including the transfer, pay-off, or defeasance
of the Prentiss debt porifolio. Mr. Simon began his career at Fox & Company, now Grant Thornton, as a tax
accountant.

Available Information

We file electronically with the Securities and Exchange Commission our annyal reports on Form 10-K,
quarterly reports on Form 10-Q, and current reports on Form 8-K, pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934. You may obtain a free copy of our annual reports on Form 10-K, quarterly
reports on Form 10-Q, and current reports on Form 8-K, and amendments to those reports on the day of filing
with the SEC on our website at www:udrt.com, or by sending an e-mail message to ir@udrt.com.

NYSE Certification

On May 19, 2006, our Chief Executive Officer submitted to the New York Stock Exchange the annual
certiftcation required by Section 303A. [2(a) of the NYSE Listed Company Manual regarding our compliance
with NYSE corporate governance listing standards. In addition, the certifications of our Chief Executive
Officer and Chief Financial Officer required under Section 302 of the Sarbanes-Oxley Act of 2002 are filed as
Exhibits 31.1 and 31.2, respectively, to this Report.

Item 1A. RISK FACTORS

There are many factors that affect our business and our results of operations, some of which are beyond
our control. The foilowing is a description of important factors that may cause our actual results of operations
in future periods to differ materially from those currently expected or discussed in forward-looking statements
set forth in this Report relating to our financial results, operations and business prospects. Except as required
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by law, we undertake no obligation to update any such forward-looking statements to reflect events of
circumstances after the date on which it is made.

Unfavorable Changes in Apartment Market and Economic Conditions Could Adversely Affect Occupancy
Levels and Rental Rates. Market and economic conditions in the metropolitan areas in which we operate
may significantly affect our occupancy Jevels and rental rates and, therefore, our profitability. Factors that may
adversely affect these conditions include the following:

« a reduction in jobs and other local economic downturns,
« declines in mortgage interest rates, making alternative housing more affordable,

+ government or builder incentives which enable first time homebuyers to put little or no money down,
making alternative housing decisions easier 10 make,

« oversupply of, or reduced demand for, apartment homes,
« declines in household formation, and

« rent control or stabilization laws, or other laws regulating rental housing, which could prevent us from
raising rents to offset increases in operating cOsts.

The strength of the United States economy has become increasingly susceptible to global events and
threats of terrorism. At the same time, productivity enhancements and the increased exportation of labor have
resulted in limited job growth despite an improving economy. Continued weakness in job creation, or any
worsening of current economic conditions, generally and in our principal market areas, could have a material
adverse effect on our occupancy levels, our rental rates and our ability to strategically acquire and dispose of
apartment communities. This may impair our ability to satisfy our financial obligations and pay distributions
to our stockholders.

New Acquisitions, Developments and Condominium Projecis May Not Achieve Anticipated Results. We
intend 1o continue to selectively acquire apartment communities that meet our investment criteria and to
develop apartment communities for rental operations, to convert properties into condominiums and to develop
condominium projects. Our acquisition, development and condominium activities and their success are subject

1o the following risks:

« an acquired apartment community may fail to perform as we expected in analyzing our investment, or a
significant exposure rclated to the acquired property may go undetected during our due diligence
procedures,

« when we acquire an apartment community, we often invest additional amounts in it with the intention
of increasing profitability. These additional investments may not produce the anticipated improvements
in profitability.

« new developments may not achieve pro forma rents or occupancy levels, or problems with construction
or local building codes may delay initial occupancy dates for all or a portion of a development
community. and

e an over supply of condominiums in a given market may cause a decrease in the prices at which we
expect 10 sell condominium properties.

Possible Difficulty of Selling Apartment Communities Could Limit Operational and Financial Flexibility.
We periodically dispose of apartment communities that no longer meet our strategic objectives. Market
conditions could change and purchasers may not be willing to pay prices acceptable to us. A weak market may
limit our ability to change our portfolio promptly in response to changing economic conditions. Furthermore, a
significant portion of the proceeds from our overall property sales may be held by intermediaries in order for
some sales to qualify as like-kind exchanges under Section 1031 of the Code, so that any related capital gain
can be deferred for federal income tax purposes. As a result, we may not have immediate access to all of the
cash flow generated from our property sales. In addition. federal tax laws limit our ability to profit on the sale
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of communities that we have owned for fewer than four years, and this limitation may prevent us from selling
communities when market conditions are favorable,

Increased Competition Could Limit Our Ability to Lease Apartment Homes or Increase or Maintain
Renis.  Our apartment communities compete with numerous housing alternatives in attracting residents,
including other apartment communities and single-family rental homes, as well as owner occupied single- and
multi-family homes. Competitive housing in a particular area could adversely affect our ability to lease
apartment hemes and increase or maintain rents.

Insufficient Cash Flow Could Affect Our Debt Financing and Create Refinancing Risk. We are subject
to the risks normally associated with debt financing, including the risk that our operating income and cash
flow will be insufficient to make required payments of principal and interest, or could restrict our borrowing
capacity under our line of credit due to debt covenant restraints. Sufficient cash flow may not be available to
make all required principal payments and still satisfy our distribution requirements to maintain our status as a
REIT for federal income tax purposes, and the full limits of our line of credit may not be available to us if our
operating performance falls outside the constraints of our debt covenants. Additionally, we are likely to need
to refinance substantially all of our outstanding debt as it matures. We may not be able to refinance existing
debt, or the 1erms of any refinancing may not be as favorable as the terms of the existing debt, which could
create pressures to sell assets or o issue additional equity when we would otherwise not choose 1o do so.

Failure to Generate Sufficient Revenue Could Impair Debt Service Payments and Distributions to
Stockholders.  If our apartment communities do not generate sufficient net rental income to meet rental
expenses, our ability to make required payments of interest and principal on our debt securities and to pay
distributions to our stockholders will be adversely affected. The following factors, among others, may affect
the net rental income generated by our apartment communities:

* the national and local economies,
* local real estate market conditions, such as an oversupply of apartment homes,

* tenants’ perceptions of the safety, convenience, and attractiveness of our communities and the
neighborhoods where they are located,

* our ability to provide adequate management, maintenance and insurance, and
* rental expenses, including real estate taxes and utilities.

Expenses associated with our investment in a community, such as debt service, real estate taxes, insurance
and maintenance costs, are generally not reduced when circumstances cause a reduction in rental income from
that community. If a community is mortgaged to secure payment of debt and we are unable to make the
mortgage payments, we could sustain a loss as a result of foreclosure on the community or the exercise of
other remedies by the mortgage holder.

Debt Level May Be Increased. Qur current debt policy does not contain any limitations on the leve] of
debt that we may incur, although our ability to incur debt is limited by covenants in our bank and other credit
agreements. We manage our debt to be in compliance with these debt covenants, but subject to compliance
with these covenants, we may increase the amount of our debt at any time without a concurrent improvement
in our ability to service the additional debt.

Financing May Not Be Available and Could Be Dilutive. Our ability to execute our business strategy
depends on our access to an appropriate blend of debt financing, including unsecured lines of credit and other
forms of secured and unsecured debt, and equity financing, including common and preferred equity. Debt or
equity financing may not be available in sufficient amounts, on favorable terms or at all. If we issue additional
equity securities to finance developments and acquisitions instead of incurring debt, the interests of our
existing stockholders could be diluted. .

Development and Construction Risks Could Impact Our Profitability. We intend to continue to develop
and construct apartment communities. Development activities may be conducted through wholly owned
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affiliated companies or through joint ventures with unaffiliated parties. Our development and construction
activities may be exposed to the following risks:

s we may be unable to obtain, or face delays in obtaining, necessary zoning, land-use, building,
occupancy and other required governmental permits and authorizations, which could result in increased
development costs and could require us to abandon our activities entirely with respect to a project for
which we are unable to obtain permits or authorizations,

« if we are unable to find joint venture partners to help fund the development of a community or
otherwise obtain acceptable financing for the developments, our development capacity may be limited,

» we may abandon development opportunities that we have already begun to explore, and we may fail to
recover expenses already incurred in connection with exploring such opportunities,

« we may be unable to complete construction and lease-up of a community on schedule, or incur
development or construction costs that exceed our original estimates, and we may be unable to charge
rents that would compensate for any increase in such costs,

* occupancy rates and rents at a newly developed community may fluctuate depending on a number of
factors, including market and economic conditions, preventing us from meeting our profitability goals
for that community, and

» when we sell homes or properties that we developed or renovated to third parties, we may be subject to
warranty or construction defect claims that are uninsured or exceed the limits of our insurance.

Construction costs have been increasing in our existing markets, and the costs of upgrading acquired
communities have, in some cases, exceeded our original estimates. We may experience similar cost increases
in the future. Our inability to charge rents that will be sufficient to offset the effects of any increases in these
costs may impair our profitability.

Some Potential Losses Are Not Covered by Insurance. 'We maintain insurance policies covering our
property and operating activities which are of the type and in amounts we believe are reasonable and
appropriate to cover our business. There are, however, certain types of extraordinary losses for which we may
not have insurance, including certain extraordinary losses resulting from environmental damage or successive
natural disasters or other catastrophes. Accordingly, we may sustain uninsured losses due to insurance
deductibles, self-insured retention, uninsured claims or casualties, or losses in excess of applicable coverage.

We may not be able to renew insurance coverage in an adequate amount or at reasonable prices. In
addition, insurance companies may no longer offer coverage against certain types of losses, such as losses due
to terrorist acts and mold, or, if offered, these types of insurance may be prohibitively expensive. If an
uninsured loss or a loss in excess of insured limits occurs, we could lose all or a portion of the capital we
have invested in a property, as well as the anticipated future revenue from the property. In such an event, we
might nevertheless remain obligated for any mortgage debt or other financial obligations related to the
property. Material losses in excess of insurance proceeds may occur in the future. If one or more of our
significant properties were to experience a catastrophic loss, it could seriously disrupt our operations, delay
revenue and result in large expenses to repair or rebuild the property. Such events could adversely affect our
cash flow and ability to make distributions to stockholders.

Failure to Succeed in New Markets May Limit Our Growth. 'We may make acquisitions outside of our
existing market areas if appropriate opportunities arise. We may be exposed to a variety of risks if we choose
to enter new markets, and we may not be able to operate successfully in new markets. These risks include,
among others:

* inability to accurately evaluate local apartment market conditions and local economies,
« inability to obtain land for development or to identify appropriate acquisition opportunities,
» inability to hire and retain key personnel, and

+ lack of familiarity with local governmental and permitting procedures.
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Changing Imterest Rates Could Increase Interest Costs and Adversely Affect Our Cash Flow and the
Market Price of Our Securities, We currently have, and expect to incur in the future, imeresl—bearing debt at
rates that vary with market interest rates. As of December 31, 2006, we had approximately $492.5 mitlion of
variable rate indebtedness outstanding, which constitutes approximately 15% of our total outstanding indebted-
ness as of such date. An increase in interest rates would increase our interest expenses 1o the extent our
variable rate debt is not hedged effectively, and it would increase the costs of refinancing existing indebtedness
and of issuing new debt. Accordingly, higher interest rates could adversely affect cash flow and our ability 1o
service our debt and to make distributions to security holders. In addition, an increase in market interest rates
may lead our security holders 10 demand a higher annual yield, which could adversely affect the market price
of our common and preferred stock and debt securilies.

Risk of Inflation/Deflation.  Substantial inflationary or deflationary pressures could have a negative effect
on rental rates and property operating expenses,

Limited Investmen: Opportunities Could Adversely Affect Qur Growth. We expect that other real estate
investors will compete with us to acquire existing properties and to develop new properties. These competitors
include insurance companies, pension and investment funds, developer partnerships, investment companies and
other apartment REITs. This competition could increase prices for properties of the type that we would likely
pursue, and our competitors may have greater resources than we do. As a result, we may not be able to make
attractive investments on favorable terms, which could adversely affect our growth.

Failure 10 Integrare Acquired Communities and New Personnel Could Create Inefficiencies. To grow
successfully, we must be able to apply our experience in managing our existing portfolio of apartment
communities 1o a larger number of properties. In addition, we must be able 1o integrate new management and
operations personnel as our organization grows in size and complexity. Failures in cither area will result in
inefficiencies that could adversely affect our expected return on our investmenlts and our overall profitability.

Interest Rate Hedging Contracts May Be Ineffective and May Result in Material Charges.  From time to
time when we anticipate issuing debl securitics. we may seek to limit our exposure to fluctuations in interest
rates during the period prior to the pricing of the securities by entering into interest rate hedging contracts. We
may do this 1o increase the predictability of our financing costs. Also, from time to time we may rely on
interest rate hedging contracts to limit our exposure under variable rate debt 10 unfavorable changes in market
interest rates. If the terms of new debt securities are not within the parameters of, or market interest rates fall
below that which we incur under a particular interest rate hedging contract, the contract is ineffective.
Furthermore, the settlement of interest rate hedging contracts has involved and may in the future involve
material charges.

Potential Liability for Environmental Contamination Could Result in Substantial Costs.  Under various
federal, state and local environmental laws, as a current or former owner or operator of real estate, we could
be required to investigate and remediate the effects of contamination of currently or formerly owned real estate
by hazardous or toxic substances, often regardless of our knowledge of or responsibility for the contamination
and solely by virtue of our current or former ownership or operation of the real estate. In addition, we could
be held liable to a govemmental authority or to third parties for property damage and for investigation and
clean-up costs incurred in connection with the contamination. These costs could be substantial. and in many
cases environmental laws create liens in favor of governmental authorities to secure their payment, The
presence of such substances or a failure to properly remediate any resulting contamination could materially
and adversely affect our ability to borrow against, sell or rent an affected property.

We Would hncur Adverse Tux Consequences if We Fail 1o Qualify as a REIT.  We have elected 10 be
taxed as a REIT under the Code. Our qualification as a REIT requires us to satisfy numerous requirements,
some on an annual and quarterly basis, established under highly technical and complex Code provisions for
which there are only limited judicial or administrative interpretations, and involves the determination of
various factual matters and circumstances not entirely within our control. We intend that our current
organization and method of operation enable us to continue to qualify as a REIT, but we may not so qualify or
we may not be able to remain so qualified in the future. In addition, U.S. federal income tax laws governing
REITs und other corporations and the administrative interpretations of those laws may be amended at any
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time, potentially with retroactive effect. Future legislation, new regulations, administrative interpretations or
court decisions could adversely affect our ability to qualify as a REIT or adversely affect our stockholders.

If we fail to qualify as a REIT in any taxable year, and applicable relief provisions under the Code were
not available, we would be subject to U.S. federal income tax (including any applicable alternative minimum
tax) on our taxable income at regular corporatc rates, and would not be allowed to deduct dividends paid to
our stockholders in computing our taxable income. Also, unless the Internal Revenue Service, or “IRS,”
granted us relief under certain statutory provisions, we would be disqualified from treatment as a REIT for the
four taxable years following the year in which we first failed to qualify. The additional tax liability from the
failure 10 qualify as a REIT would reduce or eliminate the amount of cash available for investment or
distribution to our stockholders. This would likely have a significant adverse effect on the value of our
securities and our ability to raise additional capital. In addition, we would no longer be required to make
distributions to our stockholders. Even if we continue 10 qualify as a REIT, we will continue to be subject 1o
certain federal, state and local taxes on our income and property.

We May Conduct a Portion of Our Business Through Taxable REIT Subsidiaries. Which are Subject to
Certain Tax Risks, We have established taxable REIT subsidiaries in which we conduct a portion of our
business. Despite our qualification as a REIT, our taxable REIT subsidiancs must pay income 1ax on their
taxable income. In addition, we must comply with various tests to continue to qualify as a REIT for
U.S. federal income tax purposes, and our income from and investments in our taxable REIT subsidiaries
generally do not constitute permissible income and investments for these tests. While we will attempt to ensure
that our dealings with our taxable REIT subsidiaries will not adversely affect our REIT qualification, we
cannot provide assurance that we will successfully achicve that result. Furthermore, we may be subject 10 a
100% penalty tax, we may jeopardize our ability to retain future gains on real property sales, or our taxable
REIT subsidiaries may be denied deductions, to the extent our dealings with our taxable REIT subsidiaries are
ot deemed to be arm’s length in nature or arc otherwise not respecled.

Ceriain Property Transfers May Generate Prohibited Transaction Income, Resulting in a Penalry Tax on
Gain Attributable to the Transaction. From lime 1o time, we may transfcr or otherwise dispose of some of
our properties. Under the Code, any gain resulting from transfers of properties that we hold as inventory or
primarily for sale to customers in the ordinary course of business would be treated as income from a
prohibited transaction subject to a 100% penalty tax. Since we acquire properties for investment purposes, we
do not believe that our occasional transfers ot disposals of property are prohibited transactions. However,
whether property is held for investment purposes is a question of fact that depends on all the facts and
circumstances surrounding the particular transaction. The IRS may contend that certain transfers or disposals
of properties by us are prohibited transactions. If the IRS were to argue successfully that a transfer or
disposition of property constituted a prohibited transaction, then we would be required to pay a 100% penalty
tax on any gain allocable to us from the prohibited transaction and we may jeopardize our ability to retain
future gains on real property sales. in addition, income from a prohibited (ransaction might adversely affect
our ability 1o satisfy the income 1€ests for qualification as a REIT for U.S. federal income lax purposes.

Changes in Market Conditions and Volatility of Stock Prices Could Adversely Affect the Marker Price of
Our Common Stock. The stock markets, including the New York Stock Exchange, on which we list our
common shares, have experienced significant price and volume fluctuations. As a result, the market price of
our common stock could be similarly volatile, and investors in our commeon stock may experience a decrease
in the value of their shares, including decreases unrelated to our operating performance or prospects.

Property Ownership Through Joint Ventures May Limit Our Ability to Act Exclusively in Our Interest.
We have in the past and expect in the future 0 develop and acquire properties in joint ventures with other
persons or entities when we believe circumstances warrant the use of such structures. As a result, we could
become engaged in a dispute with one or more of our joint venture partners that might affect our ability to
operate a jointly-owned property. Moreover, joint venture partners may have business, econemic or other
objectives that are inconsistent with our objectives, including objectives that relate to the appropriate timing
and terms of any sale or refinancing of a property. In some instances, joint venture partners may have
competing interests in our markets that could create conflicts of interest.
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Real Estate Tax and Other Laws. Generally we do not directly pass through costs resulting from
compliance with or changes in real estate tax laws to residential property tenants. We also do not generally
pass through increases in income, service or other taxes, to tenants under leases. These costs may adversely
affect funds from operations and the ability to make distributions to stockholders. Similarly, compliance with
or changes in (i) laws increasing the potential liability for environmental conditions existing on properties or
the restrictions on discharges or other conditions or (ii) rent contro! or rent stabilization laws or other laws
regulating housing, such as the Americans with Disabilities Act of 1990 and the Fair Housing Amendments
Act of 1988, may result in significant unanticipated expenditures, which would adversely affect funds from
operations and the ability to make distributions to stockholders,

Any Weaknesses Identified in Our Internal Control Over Financial Reporting Could Have an Adverse
Effect on Our Stock Price.  Section 404 of the Sarbanes-Oxley Act of 2002 requires us to evaluate and report
on our internal report over financial reporting. If we identify one or more material weaknesses in our internal
control over financial reporting, we could lose investor confidence in the accuracy and completeness of our
financial reports, which in tumn could have an adverse effect on our stock price,

Maryland Law May Limit the Ability of a Third Party to Acquire Control of Us, Which May Not be in
Our Stockholders' Best Interests. Maryland business statutes may limit the ability of a third party to acquire
control of us. As a Maryland corporation, we are subject to various Maryland laws which may have the effect
of discouraging offers to acquire our company and of increasing the difficulty of consummating any such
offers, even if our acquisition would be in our stockholders® best interests. The Maryland General Corporation
Law restricts mergers and other business combination transactions between us and any person who acquires
beneficial ownership of shares of our stock representing 10% or more of the voting power without our board
of directors’ prior approval. Any such business combination transaction could not be completed until five years
after the person acquired such voting power, and generally only with the approval of stockholders representing
80% of all votes entitled to be cast and 66%% of the votes entitled to be cast, excluding the interested
stockholder, or upon payment of a fair price. Maryland law also provides generally that a person who acquires
shares of our equity stock that represents 10% (and certain higher levels) of the voting power in electing
directors will have no voting rights unless approved by a vote of two-thirds of the shares eligible to vote.

Limitations on Share Ownership and Limitations on the Ability of Our Stockholders to Effect a Change in
Control of Our Company May Prevent Takeovers That are Beneficial to Our Stockholders. One of the
requirements for maintenance of our qualification as a REIT for U.S. federal income tax purposes is that no
more than 50% in value of our outstanding capital stock may be owned by five or fewer individuals, including
entities specified in the Code, during the last half of any taxable year. Our charter contains ownership and
transfer restrictions relating to our stock primarily to assist us in complying with this and other REIT
ownership requirements; however, the restrictions may have the effect of preventing a change of control, which
does not threaten REIT status. These restrictions include a provision that generally limits ownership by any
person of tmore than 9.9% of the value of our outstanding equity stock, unless our board of directors exempts
the person from such ownership limitation, provided that any such exemption shall not allow the person to
exceed 13% of the value of our outstanding equity stock. These provisions may have the effect of delaying,
deferring or preventing someone from taking control of us, even though a change of:control might involve a
premium price for our stockhoiders or might otherwise be in our stockholders® best interests.

Under the terms of our shareholder rights plan, our board of directors can, in effect, prevent a person or
group from acquiring more than 15% of the outstanding shares of our common stock, Unless our board of
directors approves the person’s purchase, after that person acquires more than 15% of our outstanding common
stock, all other stockholders will have the right to purchase securities from us at a price that is less than their
then fair market value. Purchases by other stockholders would substantially reduce the value and influence of
the shares of our common stock owned by the acquiring person. Our board of directors, however, can prevent
the shareholder rights plan from operating in this manner. This gives our board of directors significant
discretion to approve or disapprove a persen’s efforts to acquire a large interest in us. Additional information
regarding our shareholder rights plan is set forth in Note 6 in the Notes to Consolidated Financial Statement
included elsewhere in this Report.

17




Item 1B. UNRESOLVED STAFF COMMENTS

None.

Item 2. PROPERTIES

At December 31, 2006, our apartment portfolio included 242 communities located in 33 markets, with a
total of 70,339 completed apartment homes. In addition, we had five apartment communities under develop-
ment. We own approximately 53,000 square feet of office space in Richmond, Virginia, for our corporale
offices and we lease approximately 11,000 square feet of office space in Highlands Ranch, Colorado, for our
principal executive offices. The table below sets forth a summary of our real estate portfolio by geographic
market at December 31, 2006.

SUMMARY OF REAL ESTATE PORTFOLIO BY GEOGRAPHIC MARKET AT DECEMBER 31, 2006

Total
Income _ Average
Home Slze

Number of Number of Percentage of Cnmlg per
Vi Fncombrances Costper  Physical Ocrupied  (Square

Apartment Apartment  Carrying
e

Communities Homes Valu (En thousands) (In thousands)  Home  Occupancy Home(a) eet)
WESTERN REGION
Orange Co..CA . . ... o oiv oo 13 4,067 11.8% $ 684460 § 114255 $168,296 94.9% $1.435 821
San Francisco, CA ... ... ... - 10 2425 1.7% 445,360 19.645 183,654 96.8% 1.543 786
Los Angeles, CA . ... ...... .- 6 1,210 34% 197,287 90.722 163047 940% 1412 937
San Diego. CA. . ... oo h s 5 1,123 2.8% 162.878 39,176 145038 94.1% 1,241 797
Inland Empire, CA . .. .. ... .- 4 1.282 2.7% 156,495 13394 122071 914% 1,033 830
Monterey Peninsula, CA .. .. ... .. 7 1.568 2.5% 144,133 — 91,922 898% 955 724
Seattle, WA . .. .. ... .. 7 1,466 2.2% 130,875 58,621 89274 964% 921 886
Portland, OR . . .. ... ...« vn. 5 1.365 1.5% 86,644 20576 63475 945% 745 887
Sacramento, CA . . .. ... ... ..o 2 914 1.1% 64.563 45837 70,638 927% 869 820
MID-ATLANTIC REGION
Metropolitan DC . ... ..o 8 2,469 4.3% 249,270 30,691 100960 95.9% 1,208 922
Raleigh, NC . ... ... . ooovvhnn 11 3.663 3.9% 229947 68.059 62,776 928% 695 957
Baltimore, MD. . . . ............ 10 2118 3.0% 176.424 13.286 83,297 959% 1,054 925
Richmond, VA ... ...... .. ...+ 9 2,636 3.0% 174,696 61532 66273 95.5% 864 954
Wilmington. NC. . .. ......... .. 6 1,868 1.8% 103,893 — 55617 95.2% 755 952
Charlotte, NC .. ... ... covuo- 6 1,226 1.5% 88.685 — 72337 94.3% 739 990
Norolk, VA .. .. ... .ot 6 1.438 1.3% 74,475 9118 51791 954% 913 1016
Other Mid-Atlantic . ... ... .. v - 13 2.817 2.5% 145,972 36232 51818 95.0% 861 922
SOUTHEASTERN REGION
Tampa, FL. . ... oo e 12 4,138 4.7% 273,531 63,253 66,102 94.1% 929 9717
Orlando, FL. . . . ...« v v v 12 3476 38% 219,802 47871 63234 93.1% 900 955
Nashville, TN . .. ........coo- 10 2.966 3.2% 187,754 71,585 63302 95.1% 747 918
Jacksonviile, FL . . . ... ... ... .. 4 1,557 1.9% 110,344 17.043 70870 94.0% 845 913
Atlanta, GA. . . ... e 6 1,426 1.5% 84,779 23,884 59452 934% o 908
OtherFlorida. . ... .......-.... 8 2,400 2.8% 164,164 52,588 68402 91.6% 918 217
Other Southeastern . ... . -+ .« oo - - 7 1,752 1.4% 79.467 — 45358 95.2% 644 819
SOUTHWESTERN REGION
Houston, TX .. ..o vn e 16 5.447 4.6% 265438 40,693 48731 94.4% 677 811
Dallas, TX ... .. ceneeeanann: 6 2.684 3.4% 199,570 23971 74355 94.2% 811 209
Arlington, TX ... ... ..o v an 6 1.828 1.6% 95916 20543 52470 94.5% 679 807
Phoenix, AZ . ... ... 4 1,234 1.6% 92,293 27771 74792 93.7% 905 1,008
Austin, TX ... oo i 5 1.425 1.5% 87.073 6.073 61,104 96.4% 726 805
Denver,CO. ... . oo 2 884 1.2% 70.425 — 79666 919% 748 878
Other Southwestern. .. .. oo - - - 6 2,469 2.6% 149,892 41,674 60710 95.7% 739 879
MIDWESTERN REGION
Columbus, OH. . . ........ .. ... 6 2.530 2.3% 165,785 40,635 65528 93.5% 734 904
Other Midwestern. . . ..... ... ... 3 444 0.4% 24,890 6241 56,039 914% 763 955
Real Estate Under Development . . . . . 1 24 1.1% 63.828 — nfa nfa nfa n/a
Land. . .. ..o nha n/a 2.5% 144,633 67,674 nfa nfa nfa n/a
Total Apartments(b) ........... 242 70,339 90.6% $5.795.641 $1.172,643 $ 82396 94.3% $ 899 895
Commercial Property. . . . ... ... .- n/a nfa 0.3% 20.390 10,276 nfa nfa nfa nfa
Richmond — Corporate . . ... ... .. nfa n/a 0.1% - 4,091 — na o/ nfa n/a

Total Real Estate Owned . . . .. ... 242 70,339 100.0% $5.820.122 $1.182.919 $ 82396 94.3% § 899 895

(a} Total Income per Occupied Home represents total revenues per weighted average number of homes occupied.

(b} Includes real estate held for disposition, real estate under development. and land, but excludes commercial property.
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Item 3. LEGAL PROCEEDINGS

We are subject to various legal proceedings and claims arising in the ordinary course of business. We
cannot determine the ullimate liability with respect to such legal proceedings and claims at this time., We
believe that such liability, to the extent not provided for through insurance or otherwise, will not have a
material adverse effect on our financial condition, results of operations or cash flow.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of our security holders during the fourth quarter of the year ended
December 31, 2006,
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PART 11

Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MAT-
TERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Common Stock

Our common stock is traded on the New York Stock Exchange under the symbol “UDR.” The following
tables set forth the quarterly high and low sale prices per common share reported on the NYSE for each
quarter of the last two fiscal years. Distribution information for common stock reflects distributions declared
per share for each calendar quarter and paid at the end of the following month.

Distributions

High Low Declared
2006
TSEQUAIET « o vt e e et et et e e e $20.05 %2341 $.3125
Ind QUAMET . .ottt 28.82 25.50 3125
Brd QUamer. . o o o e e e 30.81 26.97 3125
Ath QUATEr . . oo oottt e e 3375 29.95 3125
2005
BSUQUAMET . o ot v et e e $24.75  $20.55 $.3000
2nd QUATTELr . . .o e e 24.15 20.57 3000
Brd QUATIET . © o v v v e e e e e e e 25.97 22.70 .3000
A QUARTET . . o ottt et e s 23.97 20.88 3000

On February 20, 2007, the closing sale price of our common stock was $33.95 per share on the NYSE
and there were 5,871 holders of record of the 135,544,953 outstanding shares of our common stock.

We have determined that, for federal income tax purposes, approximately 38% of the distributions for
each of the four quarters of 2006 represented ordinary income, 37% represented long-term capital gain, and
25% represented unrecaptured section 1250 gain.

We pay regular quarterly distributions to holders of shares of our common stock. Future distributions will
be at the discretion of our board of directors and will depend on our actual funds from operations, financial
condition and capital requirements, the annual distribution requirements under the REIT provisions of the
Internal Revenue Code, and other factors. The annual distribution payment for calendar year 2006 necessary
for us to maintain our status as a REIT was approximately $0.43 per share of common stock. We declared
total distributions of $1.25 per share of common stock for 2006.

Series E Preferred Stock

The Series E Cumulative Convertible Preferred Stock has no stated par value and a liquidation preference
of $16.61 per share. Subject to certain adjustments and conditions, each share of the Series E is convertible at
any time and from time to time at the holder’s option into one share of our common stock. The holders of the
Series E are entitled to vote on an as-converted basis as a single class in combination with the holders of
commeon stock at any meeting of our stockholders for the election of directors or for any other purpose on
which the holders of common stock are entitled to vote. The Series E has no stated maturity and is not subject
to any sinking fund or any mandatory redemption.

Distributions declared on the Series E in 2006 were $1.33 per share or $0.3322 per quarter. The Series E
is not listed on any exchange. At December 31, 2006, a total of 2,803,812 shares of the Series E were
outstanding.
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Series F Preferred Stock

We are authorized to issue up to 20,000,000 shares of our Series F Preferred Stock, Our Series F
Preferred Stock may be purchased by holders of our operating partnership units, or OP Units, described below
under “Operating Partnership Units.” at a purchase price of $0.0001 per share. OP Unitholders are entitled to
subscribe for and purchase one share of our Series F Preferred Stock for each OP Unit held. At December 31,
2006, a total of 666,293 shares of the Series F Preferred Stock were outstanding at a value of $66.63. Holders
of the Series F Preferred Stock are entitled to one vote for each share of the Series F Preferred Stock they
hold, voting together with the holders of our common stock, on each matter submitted to a vote of
secunityholders at a meeting of our stockholders. The Series F Preferred Stock does not entitle its holders to
any other rights, privileges or preferences.

Dividend Reinvestment and Stock Purchase Plan

We have a Dividend Reinvestment and Stock Purchase Plan under which holders of our commen stock
and our Series B Cumulative Redeemable Preferred Stock may elect to automatically reinvest their
distributions and make additional cash payments to acquire additional shares of our common stock. Stockhold-
ers who do not participate in the plan continue to receive dividends as declared. As of February 20, 2007,
there were 3,372 participants in the plan.

Operating Partnership Units

From time to time we issue shares of our common stock in exchange for OP Units tendered to our
operating partnerships, United Dominion Realty, L.P. and Heritage Communities L.P., for redemption in
accordance with the provisions of their respective partnership agreements. At December 3], 2006, there were
9,692,058 OP Units (of which 1,650,322 are owned by the holders of the Series A OPPS) and 329,207
OP Units in United Dominion Realty, L.P. and Heritage Communities L.P, respectively, that were owned by
timited partners. The holder of the OP Uniis has the right to require United Dominion Realty, L.P. to redeem
all or a portion of the OP Units held by the holder in exchange for a cash payment based on the market value
of our common stock at the time of redemption. However, United Dominion Realty, L.P.’s obligation to pay
the cash amount is subject to the prior right of the company to acquire such OP Units in exchange for either
the cash amount or shares of our common stock. Heritage Communities L.P. OP Units are convertible into
common stock in lieu of cash, at our option, once the holder elects to convert, at an exchange ratio of
1.575 shares for each OP Unit. During 2006, we issued a total of 381,001 shares of common stock in
exchange for OP Units.

Purchases of Equity Securities

In February 2006, our Board of Directors authorized a new 10 million share repurchase program. This
program replaces our previous 11 million share repurchase program (of which 1,180,737 shares were available
for repurchase) and authorizes the repurchase of our common stock in open market purchases, in block
purchases, privately negotiated transactions, or otherwise. As reflected in the table below, no shares of
common stock were repurchased under this program or otherwise during the quarter ended December 31,
2006.
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The following table sets forth certain information regarding our common stock repurchases during the
quarter ended December 31, 2006:

Total Number of Shares

Purchased as Maximum Number of Shares
Total Number of Average Part of Publicly that May Yet Be
Shares Price per  Announced Plans or Purchased Under the

Period Purchased Share Programs Plans or Programs
October 1, 2006 through

October 31,2006 ... .. 0 N/A 1] 10,000,000
November 1, 2006 through

November 30, 2006. . .. 0 N/A 0 10,000,000
December 1, 2006 through

December 31, 2006 . . .. ¢ N/A 0 10,000,000

Total . .. ovveernnnnn 0 N/A 0

10,000,000

Recent Sales of Unregistered Securities

On October 12, 2006, we completed the sale of $250 million principal amount of our 3.625% convertible
senior notes due 2011, These notes are convertible into shares of our common stock at an initial conversion
rate of 26.6326 shares per $1,000 principal amount of notes, which equates to an initial conversion price of
approximately $37.55 per share. Because the notes and the shares of common stock issuable upon conversion
of the notes were sold to accredited investors in transactions not involving a public offering, the transactions
are exempt from registration under the Securities Act of 1933 in accordance with Section 4(2) of the Securities
Act. In connection with the offering of the notes, we also entered into a capped call transaction with respect to
our common stock with JPMorgan Chase Bank, National Association, London Branch, an affiliate of onc of
the initial purchasers of the notes. The capped call transaction covers, subject to anti-dilution adjustments
similar to those contained in the notes, approximately 6,658,150 shares of our common stock. Information
regarding the offering of our 3.625% convertible senior notes due 2011, the shares of our common stock
issuable upon conversion of the notes, and the capped call transaction is set forth in our Current Report on
Form 8-K dated October 5, 2006 and filed with the SEC on October 12, 2006, and is incorporated herein by
reference.
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Comparison of Cumulative Total Returns

The following graph provides a comparison from December 31, 2001 through December 31, 2006 of the
cumulative total stockholder return (assuming reinvestment of any dividends) among UDR, the NAREIT
Equity REIT Index, Standard & Poor’s 500 Stock Index, the NAREIT Equity Apartment Index and the MSCI
US REIT Index. The graph assumes that $100 was invested on December 31, 2001, in each of our common
stock and the indices presented. Historical stock price performance is not necessarily indicative of future stock
price performance.

Performance Graph
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2001 2002 2003 2004 2005 2006
December 3
2001 2002 2003 2004 2005 2006
UDR $100 | $122.30 | $153.29 | $210.58 | $209.93 | $207.63
NAREIT Equity REIT Index $100 | $103.82 | $142.37 | $187.33 | $210.12 | $283.78
S&P 500 Index g $100 | $ 77.90 | $100.24 { $11t.15 | $116.6]1 | $135.02
NAREIT Equity Apartment Index | $100 | $ 93.85 | $117.77 | $158.66 | $181.91 $254.57
MSCI US REIT Index $100 | $103.51 | $141.72 | $186.70 | $208.95 | $284.00

The foregoing graph and charrt shall not be deemed incorporated by reference by any general statement
incorporating by reference this Report into any filing under the Securities Act or under the Exchange Act,
except to the extent we specifically incorporate this information by reference.
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Item 6. SELECTED FINANCIAL DATA

The following table sets forth selected consolidated financial and other information as of and for each of
the years in the five-year period ended December 31. 2006. The table should be read in conjunction with our
consolidated financial statements and the notes thereto, and ltem 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations, included elsewhere in this Report.

Years Ended December 31,
{In thousands, except per share data and apartment homes

owned)
2006 2005 2004 2003 2002
Operating Data(a)
Rental iNCOME . o v v o e e et oo et e s $ 694473 $ 621904 § 513463 § 450572 $ 429,726
{Loss)income before minority interests and discontinued
OPEIAEONS . . o oo oe e e e (30,026} (81) 5928 5.039 31210
Income from discontinued operations, net of minority interests. . . . . 156,012 154,437 90.176 63318 82,151
NNELIICOMIE - « v v o v v et e c b imm e et am e e 128,605 155.166 97.152 70,404 53.229
Distributions to preferred stockholders ..o 15,370 15,370 19.531 26.326 27424
Net income available to common stockholders .. ... ... o 113,235 139,796 71.892 24.807 25,805
Common distributions declared . . .. oo e 168,408 163.6%0 152,203 134,876 118.888
Weighted average number of common shares outstanding — basic . . 133732 136.143 128.097 114,672 106,078
Weighted average number of common shares outstanding —
T VR 133,732 136.143 128.097 114.672 106.078
Weighted average number of commeon shares, OP Units, and
common stock equivalents outstanding —diluted ..oy 147981 150,141 145,842 136,975 127.838
Per share — basic and diluted:
Loss from cominuing operations available to common
stockholders. net of minority interests, . .. .. .. e $ 032 & 1 3 0.14) § 030 3 (0.53)
Income from discontinued operations, net of minorily interests . . . 117 1.14 0.70 .55 0.77
Nel income available to commaon stockholders. . ... ... 0.85 1.03 0.56 022 0.24
Common distributions declared . . .. .. ..o e 1.25 1.20 1.17 1.14 1.11
Balance Sheet Data
Real estate owned, at carrying value . .. ... oo $5,820,122 $5.512424 $5243.296 34351551 $3,967.483
Accumulated depreciation. . ... .o e 1,253,727  1,123.829 1,007,887 896.630 748,733
Total real estate owned. net of accumulated depreciation. . . ... ... 4566395  4.388.595  4.235400 3454921 3,218,750
TOMA] HSSEIS & « v v v e e e e e e e 4675875 4541593 4,332,001 3.543,643  3.276.136
Secured debl . . . oot e 1,182919 1116259  1,197.924 1,018,028 1,015,740
Unsecured debl . . . oo vt v oo e 2155866 2043518 1682058 1,114,009 1,041,900
O I L AT I3I8TES 3059777 2.879.982  2.132.037 2,057,640
Stockholders” equity . . oo oot 1055255 1107724 1195451 1163436  1.001.271
Number of common shares outstanding . . . - ..o oo 135,029 134,012 136,430 127.295 106,605
Other Data
Cash Flow Data
Cash provided by operating activities . ... ... $ 220613 § 248,186 $ 251,747 $ 234945 $ 229000
Cash used in investing activities. .. ... ..o (149973  (219.017) (595.966) (304217) (67.363)
Cash (used in)/provided by financing ACLIVIRIES - . . o (93.,040) (21,530) 347,299 70,944 (163127}
Funds from Operations(b)
Funds from operations —basic . ... ... $ 244471 $ 238254 § 211670 $ 193750 $ 153016
Funds from operations —diluted . . ... ... ... ool 248,197 241980 219.557 208.431 168.795
Apartment Homes Owned
Total apariment homes owned at December 3l e 70,339 74,875 78,855 76.244 74,480
Weighted average number of apariment homes owned during the
A I 73,731 76,069 76,873 74,550 76.567

(a} Reclassilicd to conform to current year presentation in sccordance with FASB Statement No, 144, “Accounting for the Impairment or Disposal
of Long-Lived Assets.” as described in Note 3 to the consolidated financial statements.

(b} Funds from operaticns, or FFO, is defined as net income (computed in accordance with generally accepted accounting principles), excluding
gains {or losses} from sales of depreciable property. plus depreciation and amortization, and after adjustments for unconsolidated partnerships
and joint ventures, This definition conforms with the National Association of Real Estate Investment Trust's delinition issued in April 2002.
We consider FFO in evaluating property acquisitions and our operating performance and believe that FFO should be considercd along with,
but not as an aliernative 1o, net income and cash flows as a meusure of our activities in sccordance with generally accepted accounting princi-
ples. FFO does not represent cash gencrated from operating activities in accordance with generally accepted accounting principles and is not
necessarily indicative of cash available to fund cash needs. For 2005, FFO includes $2.5 million of hurricane related insurance recoveries. For
2004, FFO includes a charge of $5.5 million to cover hurricane related expenses, For the years ended December 31, 2004 and 2003, distribu-
tions to preferred stockhotders exclude $5.7 million and $19.3 million, respectively, related to premiums on preferred stock conversions.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Forward-Looking Statements

This Report contains forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933 and Section 21E of the Securities Exchange Act of 1934, Such forward-looking statements include,
without limitation, statements concerning property acquisitions and dispositions, development activity and
capital expenditures, capital raising activities, rent growth, occupancy, and rental expense growth. Words such
as “‘expects,” “anticipates,” “intends,” “plans,” “belicves,” “seeks,” “estimates,” and variations of such words
and similar expressions are intended (o wdentify such forward-looking statements. Such statements involve
known and unknown risks, uncertainties and other factors which may cause our actual results, performance or
achievements to be materially different from the results of operations or plans expressed or implied by such
forward-looking statements. Such factors include, among other things, unanticipated adverse business develop-
ments affecting us, or our properties, adverse changes in the real estate markets and general and local
economies and business conditions. Although we believe that the assumptions underlying the forward-looking
statements contained herein are reasonable, any of the assumptions could be inaccurate, and therefore such
statements included in this Report may not prove to be accurate. In light of the significant uncertainties
inherent in the forward-looking statements included herein, the inclusion of such information should not be
regarded as a representation by us or any other person that the results or conditions described in such
statements or our objectives and plans will be achieved.

Business Overview

We are a real estate investment trust, or REIT, that owns, acquires, renovates, develops, and manages
apartment communities nationwide. We were formed in 1972 as a Virginia corporation. In June 2003, we
changed our state of incorporation from Virginia to Maryland. OQur subsidiaries include two operating
partnerships, Heritage Communities L.P., a Delaware limited partnership, and United Dominion Realty, L.P, a
Delaware limited partnership. Unless the context otherwise requires, all references in this Report to “we,”

us,” “our,” “the company,” or “UDR" refer collectively to United Dominion Realty Trust, Inc. and its
subsidiaries,
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At December 31, 2006, our portfolio included 242 communities with 70,339 apartment homes nationwide.
The following table summarizes our market information by major geographic markets (includes real estate

held for disposition, real estate under development, and land, but excludes commer

WESTERN REGION

Orange Co., CA . ..........
San Francisco, CA .. .......
Los Angeles, CA ... ......
San Diego, CA. . ..........
Iniand Empire, CA . ... ... ..
Monterey Peninsula, CA .. ...
Seattle, WA . ... ..........
Portland, OR .. ...........
Sacramento, CA . ... ... ..

MID-ATLANTIC REGION

Metropolitan DC. . . ... ... ..
Raleigh, NC. .. ...........
Baltimore, MD . . . .........
Richmond, VA .. ..........
Wilmington, NC. .. ........
Charlotte, NC. ... ....... ..
Norfolk, VA. ... ..........
Other Mid-Atlantic . . .. .....

SOUTHEASTERN REGION

Atlanta, GA . ... ... ... ...
OtherFlonda . ............
Other Southeastern . .. .... ..
SOUTHWESTERN REGION
Housten, TX .. ..... ... ...
Dallas, TX. . ...... ... ...,
Arlington, TX . ...........
Phoenix, AZ. .. ...... ... <.
Austin, TX. .. ... ... v
Denver, CO ..............
Other Southwestern. . . . ... ..

MIDWESTERN REGION

Columbus, OH . . ..........
Other Midwestern. . .. ... ...
Real Estate Under Development . .
Land . ....... ... . .o

cial properties):

Year Ended December 31,

As of December 31, 2006 2006
Number of Number of Percentage of Carrying Average  Total Income per
Apartment  Apartment  Carrying Value Physical QOccupied

Communities  Homes Value {In thousands) Occupancy Home(a)
13 4,067 11.8% $ 684,460 94.9% $1,435
10 2425 1.7% 445,360 96.8% 1,543
6 1,210 3.4% 197,287 94.0% 1,412

5 1.123 2.8% 162,878 94.1% 1,241

4 1,282 2.7% - 156,495 91.4% 1,033

7 1,568 2.5% 144,133 89.8% 955

7 1,466 2.3% 130,875 96.4% 921

5 1,365 1.5% 86,644 94.5% 745

2 914 1.1% 64,563 92.7% 869

8 2,469 4.3% 249,270 95.9% 1.208

11 3.663 4.0% 229,947 92.8% 695
10 2118 3.0% 176,424 95.9% 1,054
9 2,636 3.0% 174,696 95.5% 864

6 1,868 1.8% 103,893 95.2% 755

6 1,226 1.5% 88,685 94.3% 739

6 1,438 1.3% 74,475 95.4% 213
13 2,817 2.5% 145,972 95.0% 861
12 4,138 4.7% 273,531 94.1% 929
12 3.476 3.8% 219,802 93.1% 900
10 2.966 3.2% 187,754 95.1% 747
4 1,557 1.9% 110,344 94.0% 845

6 1,426 1.5% 84,779 95.4% 701

8 2,400 2.8% 164,164 91.6% 918

7 1,752 1.4% 79,467 95.2% 644
16 5447 4.6% 265438 94.4% 677
6 2,684 3.4% 199,570 94.2% 81l

6 1,828 1.7% 95,916 94.5% 679

4 1,234 1.6% 92,293 93.7% 905

5 1,425 1.5% 87,073 96.4% 726

2 884 1.2% 70,425 91.9% 748

6 2,469 2.6% 149,852 95.7% 739

6 2,530 2.9% 165,785 93.5% 734

3 444 0.4% 24890 91.4% 763

1 24 1.1% 63,828 — —
- —_— 25% 144,633 = —
242 70,339 100.0% $5,795,641 94.3% $ 899

I|

|

(a) Total Income per Occupied Home represents total revenues per weighted average number of apartment

homes occupied.
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Liquidity and Capital Resources

Liquidity is the ability to meet present and future financial obligations either through operating cash
flows, the sale or maturity of existing assets, or by the acquisition of additional funds through capital
management. Both the coordination of asset and liability maturities and effective capital management are
important to the maintenance of liquidity. Our primary source of liquidity is our cash flow from operations as
determined by rental rates, occupancy levels, and operating expenses related to our portfolio of apartment
homes. We routinely use our unsecured bank credit facility to temporarily fund certain investing and financing
activities prior to arranging for longer-term financing. During the past several years, proceeds from the sale of
real estate have been used for both investing and financing activities.

We expect to meet our shor-term liquidity requirements generally through net cash provided by
operations and borrowings under credit arrangements. We expect to meet certain long-term liquidity require-
ments such as scheduled debt maturities, the repayment of financing on development activities, and potential
property acquisitions, through long-term secured and unsecured borrowings, the disposition of properties, and
the issuance of additional debt or equity securitics. We believe that our net cash provided by operations will
continue to be adequate 10 meet both operating requirements and the payment of dividends by the company in
accordance with REIT requircments in both the short- and long-term. Likewise, the budgeted expenditures for
improvements and renovations of certain properties are expected to be funded from property operations.

We have a shelf registration statement filed with the Securities and Exchange Commission which provides
for the issuance of an indeterminate amount of common stock, preferred stock, debt securities, warrants,
purchase contracts and units to facilitate future financing activities in the public capital markets. Access to
capital markets is dependent on market conditions at the time of issuance.

Future Capital Needs

Future development expenditures are expected to be funded with proceeds from the sale of property, with
construction loans, through joint ventures and. to a lesser extent, with cash flows provided by operating
activities. Acquisition activity in strategic markets is expected 1o be largely financed through the issuance of
equity and debt securities, the issuance of operating partnership units, the assumption or placement of secured
and/or unsecured debt and by the reinvestment of proceeds from the sale of properties.

During 2007, we have approximately $81.7 million of secured debt and $167.3 miliion of unsecured debt
maturing and we anticipate repaying that debt with proceeds from borrowings under our secured or unsecured
credit facilities, the issuance of new unsecured debt securities or equity or from disposition proceeds.

Critical Accounting Policies and Estimates

Our critical accounting policies are those having the most impact on the reporting of our financial
condition and results and those requiring significant judgments and estimates. These policies include those
related to (1) capital expenditures, (2) impairment of long-lived assets, and (3) real estate investment
properties. With respect 1o these critical accounting policies, we believe that the application of judgments and
assessments is consistently applied and produces financial information that fairly depicts the results of
operations for all periods presented.

Capital Expenditures

In conformity with accounting principles generally accepted in the United States, we capitalize those
expenditures related to acquiring new assets, materially enhancing the value of an existing asset, or
substantially extending the useful life of an existing assel. Expenditures necessary to maintain an existing
property in ordinary operating condition are expensed as incurred.

During 2006. $215.7 million or $2,996 per home was spent on capital expenditures for all of our
communities, excluding development, condominium conversions and commercial properties. These capital
improvements included turnover related expenditures for floor coverings and appliances, other recurring capital
expenditures such as roofs, siding, parking lots, and other non-revenue enhancing capital expenditures, which

27




aggregated $34.6 million or $480 per home. In addition, revenue enhancing capital expenditures, kitchen and
bath upgrades, upgrades to HVAC equipment, and other extensive exterior/interior upgrades totaled $144.1 mil-
lion or $2,002 per home, and major renovations totaled $37.0 million or $514 per home for the year ended
December 31, 2006.

The following table outlines capital expenditures and repair and maintenance costs for all of our
communities, excluding real estate under development, condominium conversions and commercial properties
for the pertods presented:

Year Ended December 31, Year Ended December 31,
{doHars in thousands) {per home)
2006 2005 % Change 2006 2005 % Change
Turnover capital expenditures . . .. ........ $ 14,214 $ 17916 (207)% § 197 § 237 (16. 9%
Other recurring capital expenditures ... .. .. 20,409 20,928 (2.5)% 283 276 2.5%
Total recurring capital expenditures . . . . .. 34,623 38,844 (10.9% 480 513 {6.4Y%
Revenue enhancing improvements. . . ... ... 144,102 98,592 46.2% 2,002 1,302 53.8 %
Major renovations. . ... .......... ..., 36,996 18,686 98.0 % 514 247 108.1 %
Total capital improvements . . .......... $215,721 $156,122 382% $2,996 $2,062 453 %
Repair and maintenance . ............... 43,498 45,266 (3.9% 604 598 10 %
Total expenditures. ... ............... $259,219 $201,388 28.7% $3.,600 $2,660 353%

Total capital improvements increased $59.6 million or $934 per home for the year ended December 31,
2006 compared to the same period in 2005. This increase was attributable to an additional $18.3 million of
major renovations at certain of our properties. These renovations included the re-wiring and/or re-plumbing of
an entire building as well as major structural changes and/or architectural revisions to existing buildings. The
increase was also attributable to an additional $45.5 million being invested in revenue enhancing improve-
ments. These increases were offset by a $4.2 million decrease in recurring capital expenditures. We will
continue to selectively add revenue enhancing improvements which we believe will provide a return on
investment substantially in excess of our cost of capital. Recurring capital expenditures during 2007 are
currently expected to be approximately $610 per home.

Impairment of Long-Lived Assets

We record impairment losses on long-lived assets used in operations when events and circumstances
indicate that the assets might be impaired and the undiscounted cash flows estimated to be generated by the
future operation and disposition of those assets are less than the net book value of those assets. Our cash flow
estimates are based upon historical results adjusted to reflect our best estimate of future market and operating
conditions and our estimated holding periods. The net book value of impaired assets is reduced to fair market
value. Qur estimates of fuir market value represent our best estimate based upon industry trends and reference
to market rates and transactions.

Real Estate Investment Properties

We purchase real estate investment properties from time to time and allocate the purchase price to varicus
components, such as land, buildings, and intangibles related to in-place leases in accordance with FASB
Statement No. 41, “Business Combinations.” The purchase price is allocated based on the relative fair value
of each component. The fair value of buildings is determined as if the buildings were vacant upon acquisition
and subsequently leased at market rental rates. As such, the determination of fair value considers the present
valuc of all cash flows expected to be generated from the property including an initial lease-up period. We
determine the fair value of in-place leases by assessing the net effective rent and remaining term of the lease
relative to market terms for similar leases at acquisition. In addition, we consider the cost of acquiring similar
leases, the foregone rents associated with the lease-up period, and the carrying costs associated with the
lease-up period. The fair value of in-place leases is recorded and amortized as amortization expense over the
remaining contractual lease period,
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Statements of Cash Flow

The following discussion explains the changes in net cash provided by operating activities and net cash
used in investing and financing activities that are presented in our Consolidated Staternents of Cash Flows,

Operating Activities

For the year ended December 31, 2006, our net cash flow provided by operating activities was
$229.6 million compared to $248.2 million for 2005. During 2006, the decrease in cash flow from operating
activities resulted primarily from an $18.5 million increase in interest expense, a decrease of $17.1 million in
other income due to a 2005 sale of a technology investment, an $11.4 million increase in operating assets and
a $9.8 million decrease in operating liabilities in 2006 as compared to 2005. These decreases in cash flow
from operating activities were partially offset by a $34.2 million increase in property operating results from
our apartment community portfolio (see discussion under “Apartment Community Operations™), $5.1 million
more in gains recognized from the sale of depreciable property and an unconsolidated joint venture in 2006 as
compared to 2005, and an $8.5 million decrease in prepayment penalties from 2005.

Investing Activities

For the year ended December 31, 2006, net cash used in investing activities was $150.0 million compared
te $219.0 million for 2005. Changes in the level of investing activities from period to period reflects our
strategy as it relates to our acquisition. capital expenditure, development, and disposition programs, as well as
the impact of the capital market environment on these uctivities, all of which are discussed in further detail
below.

Acguisitions

For the year ended December 31, 2006, we acquired eight apartment communities with 2,763 apartment
homes for an aggregate consideration of $327.5 million and two parcels of land for $19.9 million. For 2005,
we acquired eight apartment communities with 2,561 apartment homes for an aggregate consideration of
$390.9 million and one parcel of land for $2.9 million. Our long-term strategic plan is to achieve greater
operating efficiencies by investing in fewer, more concentrated markets. As a result, we have been expanding
our interests in the fast growing Southern California, Florida, and Metropolitan Washington DC markets over
the past three years. During 2007, we plan to continue to channel new investments into those markets we
believe will provide the best investment returns. Markets will be targeted based upon defined criteria including
past performance, expected job growth, current and anticipated housing supply and demand and the ability to
attract and support houschold formation,

Real Estate Under Development

Development activity is focused in core markets in which we have strong operations in place. For the
year ended December 31, 2006, we invested approximately $101.8 million in development projects, an
increase of $52.5 million from our 2005 level of $49.3 million.
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The following wholly owned projects were under development as of December 31, 2006:

Number of Completed Cost to Budgeted Estimated Expected
Apartment Apartment Date Cost Cost Completion
Homes Homes (In thousands) (In thousands) per Home Date
2000 Post — Phase 111
San Francisco, CA .......... 24 24 $10,254 $11,000 $458,300 1Q07
Villas at Ridgeview Townhomes
Plano, TX................. 48 — 7,022 10,000 208,300 3Q07
Ridgeview Apartments
Plano, TX............. . ... 202 —_ 8,296 18,000 89,100 3Q07
Northwest Houston — Phase |
Houston, TX............... 320 — 4,421 22,000 68,800 2Q08
Lincoln Towne Square — Phase 11
Plano, TX........ ... .. W 302 - 4,384 26,000 86,100 3Q08
896 24 $34,377 $37.,000 $ 97,100

In addition, we owned five parcels of land held for future development aggregating $35.4 million at
December 31, 2006.

Development Joint Ventures

In June 2006, we completed the formation of a development joint venture that will invest approximately
$138 million to develop one apartment community with 298 apartment homes in Marina del Rey, California.
UDR s the financial partner and is responsible for funding the costs of development and receives a preferred
return from 7% to 8.5% before our partner receives a 50% participation. Our initial investment was
$27.5 million.

In July 2006, we closed on a joint venture to develop a site in Bellevue, Washington. At closing, we
owned 49% of the $135 million project that involves building a 400 home high rise apartment building with
ground floor retail. Our initial investment was $5.7 million.

In November 2006, we closed on a joint venture 1o develop a site close to Bellevue Plaza in the central
business district of Bellevue, Washington. This project will include the development of 271 apartment homes.
Construction began in the fourth quarter of 2006 and is scheduled for completion in 2008. At closing, we
owned 49% of the $97 million project. Our initial investment was $10.0 million.

Under FASB Interpretation No. 46, “Consolidation of Variable Interest Entities,” these ventures have been
consolidated into UDR’s financial statements. Our joint venture partners are the managing partners as well as
the developers, general contractors, and property managers.

The following consolidated joint venture projects were under development as of December 31, 2006:

Number of  Completed Cost to Budgeted Estimated Expected
Apartment Apartment Date Cost Cost Completion
Homes Homes (In thousands) (In thousands) per Home Date
Jefferson at Marina del Rey
Marina del Rey, CA. .. .. 2098 — $ 76,601 $138,000 $463,100 2Q08
Ashwood Commons
Bettevue, WA .. ..., ... 271 — 23,660 97,000 357.900 4Q08
Bellevue Plaza
Bellevue, WA ......... 400 — 34,220 135,000 270,000 4Q09
969 — $134,481 $370.000  $381,800
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Disposition of Invesiments

For the year ended December 31, 2006, UDR sold 24 communities with 7,653 apartment homes for a
gross consideration of $444.9 million. In addition, we sold 384 condominiums from four communities with a
total of 612 condominiums for a gross consideration of $72.1 million. We recognized after-tax gains for
financial reporting purposes of $148.6 million on these sales. Proceeds from the sales were used primarily to
reduce debt.

For the year ended December 31, 2005, UDR sold 22 communities with 6,352 apartment homes and 240
condominiums from five communities with a total of 648 condominiums for a gross constderation of
$456.3 million. In addition, we sold our investment in an unconsolidated joint venture for $39.2 million and
one parcel of land for $0.9 million. We recognized gains for financial reporting purposes of $143.5 million on
these sales. Proceeds from the sales were used primarily to reduce debt and acquire addittonal communities. In
conjunction with the sale of ten communities in July 2005. we received short-term notes for $124.7 million
that bear interest at 6.75% and had maturities ranging from September 2005 to July 2006. As of December 31,
2006, all of the notes receivable had matured and had been repaid. We recognized previously deferred gains
for financial reporting purposes of $6.4 million for the year ended December 31, 2006.

During 2007, we plan to continue to pursue our strategy of exiting markets where long-term growth
prospects are limited and redeploying capital into those markets we believe will provide the best investment
returns. We intend to use the proceeds from 2007 dispositions to reduce debt, acquire communities, and fund
development activity.

Financing Activities

Net cash used in financing activities during 2006 was $93.0 million compared to $21.5 million in 2005.
As part of the plan to improve our balance sheet, we utilized proceeds from dispositions, equity and debt
offerings, and refinancings to extend maturities, pay down existing debt. and purchase new properties.

The following is a summary of our financing activities for the year ended December 31, 2006:
* Repaid $70.3 million of secured debt and $138.8 million of unsecured debt.

* Authorized a new 10 million share repurchase program in February 2006. This program replaces our
previous 11 million share repurchase program under which we repurchased approximately 10 million
shares.

* Sold $125 million aggregate principal amount of 6.05% senior unsecured notes due June 2013 in June
2006 under our medium-term note program. The net proceeds of approximately $124 million were used
for debt repayment,

* Sold $250 million aggregate principal amount of 3.625% convertible senior unsecured notes due 201 |
in October 2006. The net proceeds of approximately $245 million were used for the repayment of
indebtedness under our revolving credit facility, the cost of a capped call transaction, and for other
general corporate purposes. The capped call instrument effectively increased the conversion premium to
40%.

Credir Facilities

We have four secured revolving credit facilities with Fannie Mae with an aggregate commitment of
$860 million. As of December 31, 2006, $691.8 million was outstanding under the Fannie Mae credit facilities
leaving $168.2 million of unused capacity. The Fannie Mae credit facilities are for an initial term of ten years,
bear interest at floating and fixed rates, and can be extended for an additional five years at our discretion. We
have $399.4 miltion of the funded balance fixed at a weighted average interest rate of 6.1% and the remaining
balance on these facilities is currently at a weighted average variable rate of 5.9%.

We have a 3500 million unsecured revolving credit facility that matures in May 2008 and, at our option,
can be extended an additional year. We have the right to increase the credit fucility to $750 million under
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certain circumstances. Based on our current credit ratings, the credit facility bears interest at a rate equal to
LIBOR plus 57.5 basis points. Under a competitive bid feature, and for so long as we maintain an Investment
Grade Rating, we have the right to bid out 100% of the commitment amount. As of December 31. 2006,
$87.2 million was outstanding under the credit facility leaving $412.8 million of unused capacity.

The Fannie Mae credit facility and the bank revolving credit facility are subject to customary financial
covenants and limitations.

Interest Rate Risk

We are exposed to interest rate risk associated with variable rate notes payable and maturing debt that has
to be refinanced. We do not hold financial instruments for trading or other speculative purposes, but rather
issue these financial instruments to finance our portfolio of real estate assets. Interest rate sensitivity is the
relationship between changes in market interest rates und the fair value of market rate sensitive assets and
liabilities. Our earnings are affected as changes in short-term interest rates impact our cost of variable rate
debt and maturing fixed rate debt. A large portion of our market risk is exposure to short-term interest rates
from variable rate borrowings outstanding under our Fannie Mae credit facility and our bank revolving credit
facility. which totaled $292.5 million and $87.2 million. respectively. at December 31, 2006. The impact on
our financial statements of refinancing fixed rate debt that matured during 2006 was immaterial.

If market interest rates for variable rate debt average 100 basis points more in 2007 than they did during
2006. our intercst expense would increase. and income before taxes would decrease by $4.9 million.
Comparatively. if market interest rates for variable rate debt had averaged 100 basis points more in 2006 than
in 2005. our interest expense would have increased, and net income would have decreased by $6.0 million. If
market rates for fixed rate debt were 100 basis points higher at December 31, 2006. the fair value of fixed rate
debt would have decreased from $2.7 billion 1o $2.6 billion. If market interest rates for fixed rate debt were
100 basis points lower at December 31, 2006, the fair value of fixed rate debt would have increased from
$2.7 billion 10 $2.9 biliion.

These amounts are determined by considering the impact of hypothetical interest rates on our borrowing
cost. These analyses do not consider the effects of the adjusted level of overall economic activity that could
exist in such an environment. Further, in the event of a change of such magnitude, management would likely
take actions to further mitigate our exposure to the change. However, due to the uncertainty of the specific
actions that would be taken and their possible effects, the sensitivity analysis assumes no change in our
financial structure.

Funds from Operations

Funds from operations, or FFO, is defined as net income (computed in accordance with generally
accepted accounting principles), excluding gains (or losses) from sales of depreciable property, plus real estate
depreciation and amortization, and after adjustments for unconsolidated partnerships and joint ventures. We
compute FFO for all periods presented in accordance with the recommendations set forth by the National
Association of Real Estate Investment Trust's (“NAREIT™) April 1, 2002 White Paper. We consider FFO in
evaluating property acquisitions and our operating pertormance, and believe that FFO should be considered
along with, but not as an alternative to, net income and cash flow as a measure of our activities in accordance
with generally accepted accounting principles. FFO does not represent cash generated from operaling activities
in accordance with generally accepted accounting principles and is not necessarily indicative of cash available
to fund cash needs.

Historical cost accounting for real estate assets in accordance with generally accepted accounting
principles implicitly assumes that the value of real estate assets diminishes predictably over time. Since real
estate values instead have historically risen or fallen with market conditions, many industry investors and
analysts have considered the presentation of operating results for real estate companies that use historical cost
accounting to be insufficient by themselves. Thus, NAREIT created FFO as a supplemental measure of REIT
operating performance and defines FFO as net income (computed in accordance with accounting principles
generally accepted in the United States), excluding gains (or losses) from sales of depreciable property, plus
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depreciation and amortization, and after adjustments for unconsolidated partnerships and joint ventures. The
use of FFO, combined with the required presentations, has been fundamentally beneficial, improving the
understanding of operating results of REITs among the investing public and making comparisons of REIT
operating results more meaningful. We generally consider FFO to be a useful measure for reviewing our
comparative operating and financial performance (although FFO should be reviewed in conjunction with net
income which remains the primary measure of performance) because by excluding gains or losses related to
sales of previously depreciated operating real estate assets and excluding real estate asset depreciation and
amortization, FFO can help one compare the operating performance of a company’s real estate between
periods or as compared to different companies. We believe that FFO is the best measure of economic
profitability for real estate investment trusts.

The fotlowing table outlines our FFO calculation and reconciliation to generally accepted accounting
principles for the three years ended December 3t, 2006 (doflars in thousands):

2006 2005 2004

Netincome ....... ... ... .. ... . ... . . . .. . $ 128,605 $ 155166 $ 97,152
Adjustments:

Distributions to preferred stockholders. . . ..................... (15,370) (15,370) {19,531)

Real estate depreciation and amortization . ................. ... 236,523 193,517 147,133

Minority interests of unitholders in operating partnership . ... ... ... (2,722) (918) (1,230)

Real estate depreciation related to unconsolidated entities . ... .. ... - 311 279
Discontinued Operations:

Real estate depreciation .. ....... ... . ... . ..., 7,366 18,907 33,495

Minority interests of unitholders in operating partnership.......... 10,082 9,648 6,073

Net gain on the sale of land and depreciable property ......... ... (148,614)  (139.724) {52,903)

Net incremental gains on the sale of condominium homes and

assets developed forsale . ..., ... ................... . ... . 28,601 16,717 1,202

Funds from operations —basic ... ............. ... ... .. ... .. $ 244471 $238,254 $211,670

Distributions to preferred stockholders — Seties D and E

(Convertible). . . ... ... ... . ... . ... 3,726 3,726 7,887

Funds from operations — diluted . . .. ... .............. .. .. .. . $ 248,197 $ 241,980 $219,557
Weighted average number of common shares and OP Units

outstanding —basic ... ... ... L L 142,426 144,689 136,852
Weighted average number of common shares, OP Units, and common

stock equivalents outstanding — diluted. . . .. .......... .. ... ... 147,981 150,141 145,842

In the computation of diluted FFO, OP Units, out-performance partnership shares, and the shares of
Series D Cumulative Convertible Redeemable Preferred Stock and Series E Cumulative Convertible Preferred
Stock are dilutive; therefore, they are included in the dituted share count. For the year ended December 31,
2004, distributions to preferred stockholders exclude $5.7 million related to premiums on preferred stock
conversions.

Net incremental gains on the sale of condominium homes and the net incremental gain on the disposition
of real estate investments developed for sale are defined as net sales proceeds less a tax provision and the
gross investment basis of the asset before accumulated depreciation. We consider FFO with gains/losses on the
sale of condominium homes and gains/losses on the disposition of real estate investments developed for sale to
be a meaningful supplemental measure of performance because the short-term use of funds produce a profit
that differs from the traditional long-term investment in real estate for REITs.
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The following table is our reconciliation of FFO share information to weighted average common shares
outstanding, basic and diluted, reflected on the Consolidated Statements of Operations for the three years
ended December 31, 2006 (shares in thousands):

2006 2005 2004
Weighted average number of common shares and OP units
outstanding — hasic ... .. . 142,426 144,689 136,852
Weighted average number of OP units outstanding .. ........... (8,694) (8,546) {(8,755)
Weighted average number of common shares outstanding —
basic per the Consolidated Statements of Operations .. ...... 133,732 136,143 128,097
Weighted average number of common shares, OP units, and
common stock equivalents outstanding — diluted. . ........... 147,981 150,141 145,842
Weighted average number of OP units outstanding . ............ (8,694) (8,546} (8,755)
Weighted average number of incremental shares from assumed
conversion of stock Options . . . ... ... (966) (870) (897)
Weighted average number of incremental shares from assumed
conversion of $250 million convertible debt. . . .. ............ {68) —_ —
Weighted average number of Series A OPPSs outstanding . . ... ... (1,717 (1,778) (1,791)
Weighted average number of Series D preferred stock outstanding . . — — (2,892)
Weighted average number of Series E preferred stock outstanding . . (2,804) (2,804) (3,410)
Weighted average number of common shares outstanding —
diluted per the Consolidated Statements of Operations . ... ... 133,732 136,143 128,097

FFO also does not represent cash generated from operating activities in accordance with generally
accepted accounting principles, and therefore shoutd not be considered an aliernative to net cash flows from
operating activities, as determined by generally accepted accounting principles, as a measure of liquidity.
Additionally, it is not necessarily indicative of cash availability to fund cash needs. A presentation of cash
flow metrics based on generally accepted accounting principtes is as follows (dollars in thousands):

2006 2005 2004
Net cash provided by operating activities. . . .................. $ 229,613 $ 248,186 $ 251,747
Net cash used in investing activities . ........ ... oo (149,973) {219,017) (595,966)
Net cash (used in)/provided by financing activities ............. (93,040) (21,530) 347,299

Results of Operations
The following discussion includes the results of both continuing and discontinued operations for the
periods presented.
Net Income Available to Common Stockholders
2006-vs.-2005

Net income available to common stockholders was $113.2 million ($0.85 per diluted share) for the year
ended December 31, 2006, compared to $139.8 million ($1.03 per diluted share) for the year ended
December 31, 2005, representing a decrease of $26.6 million ($0.18 per diluted share). The decrease for the
year ended December 31. 2006, when compared to the same period in 20035, resulted primarily from the
following items, all of which are discussed in further detail elsewhere within this Report:

+ $31.7 million more in depreciation and amortization expense in 2006,

+ $18.5 million more in interest expense in 2006,
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* $17.1 million less in non-property income in 2006, and
* $6.4 million more in general and administrative expense in 2006.

These decreases in net income were partially offset by $5.1 million more in gains recognized from the
sale of depreciable property and an unconsolidated joint venture, an $8.5 million decrease in losses on earty
debt retirement, and a $34.2 million increase in apartment community operating results in 2006 when
compared to 2005.

2005-vs.-2004

Net income available to common stockholders was $139.8 million ($1.03 per diluted share) for the year
ended December 31. 2005, compared to $71.9 million ($0.56 per diluted share) for the year ended
December 31, 2004, representing an increase of $67.9 million ($0.47 per diluted share). The increase in net
income for the year ended December 31, 2005, when compared to the same period in 2004, resulted primarily
from the following items, all of which are discussed in further detail elsewhere within this Report:

* $90.6 million more in gains recognized from the sale of depreciable property and an unconsolidated
joint venture in 2005,

* a $32.6 million increase in apartment community operating results in 2005,

* an $18.1 million increase in non-property income in 2005,

* a $5.7 million decrease in premiums paid on preferred stock conversions in 2005,
* a $5.5 million charge recorded for hurricane related expenses in 2004,

* $4.2 million less in preferred stock distributions in 2005, and

* $2.5 million in hurricane related insurance recoveries in 2005.

These increases in net income were partially offset by a $38.7 million increase in interest expense, a
$31.8 million increase in real estate depreciation and amortization expense, an $8.5 million increase in losses
on early debt retirement, and a $5.5 million increase in general and administrative expense in 2005 when
compared to 2004,

Apartment Community Operations

Our net income is primarily generated from the operation of our apartment communities, The following
table summarizes the operating performance of our total apartment portfolio for each of the periods presented
{dollars in thousands):

Year Ended December 31, Year Ended December 31,

2006 2005 % Change 2005 2004 % Change

Property rental income ....... $ 736,329 $ 700,344 5.1%  $700.344  § 649,952 7.8%

Property operating expense* ... (271,297)  (269,486) 0.7% (269,486)  (251,697) 1%

Property operating income. . . . . $ 465,032  §$ 430,858 71.9% % 430.858  § 398,255 8.2%
Weighted average number of

homes.................. 73,731 76,069 (3.1)% 76,069 76,873 (1.0)%

Physical occupancy** . . ... ... 94.3% 94.1% 0.2% 94.1% 93.6% 0.5%

* Excludes depreciation, amortization. and property management expenses. Also exciudes $5.5 million of
hurricane related expenses in 2004 and $2.5 million of hurricane related insurance recoveries in 2005.

** Based upon weighted average stabilized units.
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The following table is our reconciliation of property operating income to net income as reflected on the
Consolidated Statements of Operations for the periods presented (dollars in thousands):

2006 2005 2004
Property operating income . ......................... $ 465,032  $430.858  § 398,255
Commercial operating (loss)fincome . ... ............... (350) 1.997 427
Non-property income . .............. e 3,590 20,672 2,606
Depreciation and amortization. . ... ......... ... .. .. (246,934)  (215,192) (184,087
Interest. . . ... e (181,183) (162,723 (124,001
General and administrative and property management . . . . .. (51,463) (44,128) (37,197)
Other operating exXpenses . . ... ........... .o vrunr .. (1,238) (1,178) (1,226)
Net gain on the sale of land and depreciable property ... ... 148,614 139,724 52,903
Loss on early debt retirement . . ...................... — (8.483) —
Hurricane related expenses .. ... ... ... ...l — —_ (5,503)
Hurricane related insurance recoveries. . .. ... ........... — 2,457 —_
MInority interests . . ... ... e (7,463) (8.838) (5,025)
Net income per the Consolidated Statements of
Operations . ....... ...t $ 128,605 S$155166 S 97.152

2006-vs.-2005
Same Communities

Qur same communities (those communities acquired, developed, and stabilized prior to December 31,
2005 and held on December 31, 2006, which consisted of 60,062 apartment homes) provided 82% of our
property operating income for the year ended December 31, 2006.

For the year ended December 31, 2006, same community property operating income increased 8.6% or
$30.4 million compared to 2005. The increase in property operating income was primarily attributable to a
6.0% or $34.2 million increase in revenues from rental and other income that was offset by a 1.8% or
$3.9 million increase in operating expenses. The increase in revenues from rental and other income was
primarily driven by a 4.9% or $28.4 million increase in rental rates, a 17.6% or $2.2 million decrease in
concession expense, and a 12.5% or $5.0 million increase in utility reimbursement income and fee income.
Physical occupancy increased 0.1% to 94.7%.

The increase in property operating expenses was primarily driven by a 15.8% or $1.6 million increase in
insurance costs, a 4.4% or $1.5 million increase in utility costs, a 2.8% or $1.5 million increase in personnel
costs, a 1.1% or $0.4 million increase in repair and maintenance expenses, and a 0.3% or $0.3 million increase
in real estate taxes. These increases in operating expenses were partially offset by a 6.0% or $1.2 million
decrease in administrative and marketing expenses.

As a result of the percentage changes in property rental income and property operating expenses, the
operating margin (property operating income divided by property rental income) increased 1.5% to 63.5%.

Non-Mature Communities

The remaining 18% of our property operating income during 2006 was generated from communities that
we classify as “non-mature communities” (primarily those communities acquired or developed in 2005 and
2006, sold properties, and those properties classified as real estate held for disposition). The 16 communities
with 5,324 apartment homes that we acquired in 2005 and 2006 provided $32.8 million of property operating
income. The 46 communities with 14,005 homes and the 624 condominiums from five communities that we
sold in 2005 and 2006 provided $18.3 million of property operating income. In addition, our development
communities, which included 438 apartment homes completed in 2005 and 2006, provided $2.2 million of
operating income and the two communities with 475 apartment homes, one community with 320 condomin-
iums, and the one commercial unit classified as real estate held for disposition provided $5.5 million of
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property operating income. Other non-mature communities provided $23.1 million of property operating
income for the year ended December 31, 2006.

2005-vs.-2004
Same Communities

Our same communities (those communities acquired, developed, and stabilized prior to September 30,
2004 and held on December 31, 2005, which consisted of 58,840 apartment homes) provided 73% of our
property operating income for the year ended December 31, 2005.

For the year ended December 31, 2005, same community property operating income increased 3.4% or
$10.3 miilion compared to 2004. The increase in property operating income was primarily attributable to a
3.8% or $18.6 million increase in revenues from rental and other income that was partially offset by a 4.4% or
$8.3 million increase in operating expenses. The increase in revenues from rental and other income was
primarily driven by a 2.0% or $10.3 million increase in rental rates, a 20.2% or $2.9 million decrease in
concession expense, a 7.5% or $2.6 million increase in utility reimbursement income and fee income, a 7.8%
or $2.5 million decrease in vacancy loss, and a 15.6% or $0.4 million decrease in bad debt expense. Physical
occupancy increased 0.6% to 94.5%.

The increase in property operating expenses was primarily driven by a 4.3% or $2.0 million increase in
real estate taxes, a 3.8% or $1.9 million increase in personnel costs, a 3.8% or $1.1 million increase in utilities
expense, a 2.9% or $0.9 million increase in repair and maintenance costs, a 4.7% or $0.8 million increase in
administrative and marketing costs, a 46.7% or $0.7 million increase in incentive compensation, and a 5.4% or
$0.5 million increase in insurance costs.

As a result of the percentage changes in property rental income and property operating expenses, the
operating margin decreased 0.3% to 61.5%.

Non-Mature Communities

The remaining 27% of our property operating income during 2005 was generated from communities that
we classify as “non-mature communities” (primarily those communities acquired or developed in 2003, 2004
and 2003, sold properties, and those properties classified as real estate held for disposition). The 41
communities with 12,458 apartment homes that we acquired in the fourth quarter of 2003, and in 2004 and
2005, provided $87.5 million of property operating income. The 22 communities with 6,352 apartment homes
and 240 condominiums sold during 2005 provided $10.0 million of property operating income. In addition,
our development communities, which included 244 apartment homes constructed since January 1, 2003,
provided $0.7 million of property operating income during 2005, the four communities with a total of 384
condominiums classified as real estate held for disposition provided $0.3 million of property operating income,
and other non-mature communities which includes homes that are undergoing major rehabilitation, provided
$17.5 million of property operating income for the year ended December 31, 2005.

Real Estate Depreciation and Amortization

For the year ended December 31, 2006, real estate depreciation and amortization on both continuing and
discontinued operations increased $31.7 million or 14.8% compared to 2005, primarily due to the significant
increase in per home acquisition cost compared to the existing portfolio and other capital expenditures.

For the year ended December 31, 2005, real estate depreciation and amortization on both continuing and
discontinued operations increased $31.8 million or 17.6% compared to 2004, primarily due to the significant
increase in the per home acquisition cost compared to the existing portfolio and other capital expenditures.
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Interest Expense

For the year ended December 31, 2006, interest expense on both continuing and discontinued operations
increased $18.5 million or 11.3% from 2005 primarily due to the issuance of debt and higher interest rates.
For the year ended December 31, 2006, the weighted average amount of debt outstanding increased 11.7% or
$350.4 million compared to 2005 and the weighted average interest rate increased from 5.3% to 5.4% during
2006. The weighted average amount of debt outstanding during 2006 is higher than 2005 as acquisition costs
in 2005 and in 2006 have been funded, in most part, by the issuance of debt. The increase in the weighted
average interest rate during 2006 reflects short-term bank borrowings and variable rate debt that had higher
interest rates when compared to the prior year that were partially offset by the retirement of higher coupon
debt with lower coupon debt.

For the year ended December 31, 2005, interest expense on both continuing and discontinued operations
increased $47.2 million or 38.1% from 2004 primarily due to the issuance of debt and $8.5 million in
prepayment penaities, For the year ended December 31, 2005, the weighted average amount of debt
outstanding increased 30.7% or $697.4 million compared to 2004 and the weighted average interest rate
increased from 5.0% to 5.3% during 2005. The weighted average amount of debt outstanding during 2005 is
higher than 2004 as acquisition costs in 2005 have been funded, in most part, by the issuance of debt. The
increase in the weighted average interest rate during 2005 reflects short-term bank borrowings and variable
rate debt that had higher interest rates when compared to the prior year.

General and Administrative

For the year ended December 31, 2006, general and administrative expenses increased $6.4 million or
25.7% over 2005 due to a number of factors, including increases in incentive compensation, professional fees,
relocation costs, and an operating lease on an airplane.

For the vear ended December 31, 2005, general and administrative expenses increased $5.5 million or
28.5% over 2004 primarily as a result of an increase in personnel and incentive compensation costs, an
operating lease on an airplane, compliance costs and an operations improvement initiative.

Hurricane Related Expenses and Hurricane Related Insurance Recoveries

In 2005, $2.5 million of hurricane related insurance recoveries were recorded. In 2004, we recognized a
$5.5 million charge to cover expenses associated with the damage in Florida caused by hurricanes Charley,
Frances, and Jeanne. UDR reported that 25 of our 34 Florida communities were affected by the hurricanes.

Gains on the Sale of Land, Depreciable Property and an Unconsolidated Joint Venture

For the years ended December 31, 2006 and 2005, we recognized after-tax gains for financial reporting
purposes of $148.6 million and $143.5 million, respectively. Changes in the level of gains recognized from
period to period reflect the changing level of our divestiture activity from period to period as well as the
extent of gains related to specific properties sold.

Premium on Preferred Stock Conversions

In the fourth quarter of 2004, we exercised our right to redeem 2 million shares of our Series D
Cumulative Convertible Redeemable Preferred Stock. Upon receipt of our redemption notice, the shares to be
redeemed were converted by the holder into 3,076,769 shares of common stock at a price of $16.25 per share.
As a result, we recognized a $5.7 million premium on preferred stock conversions.

The premium amount recognized to convert these shares represents the cumulative accretion to date
between the conversion value of the preferred stock and the value at which it was recorded at the time of
issuance.
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eBay Purchase of Rent.com

On December 16, 2004, eBay announced that it had agreed to acquire privately held Rent.com, a leading
Internet listing web site in the apartment and rental housing industry, for approximately $415 million plus
acquisition costs. net of Rent.com’s cash on hand. On February 23, 2005, eBay announced that it had
completed the acquisition. We owned shares in Rent.com, and as a result of the transaction, we recorded a
one-time pre-tax gain of $12.3 million on the sale. In August 2006, we received an additional $0.8 million
representing our portion of the escrow balance.

Inflation

We believe that the direct effects of inflation on our operations have been immaterial. Substantially all of
our leases are for a term of one year or less which generally minimizes our risk from the adverse effects of
inflation,

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements that have, or are reasonably likely to have, a current
or future effect on our financial condition, changes in financial condition, revenue or expenses, results of
operations, liquidity. capital expenditures or capital resources that are material.

Contractual Obligations
The following 1able summarizes our contractual obligations as of December 31, 2006 (dollars in
thousands):
Payments Due by Period
Contractual Obligations Total 2007 2008-2009  2010-2011  Thereafter
Long-Term Debt Obligations .. $3,338.785 $248.985  $695,892 $946,462  $1,447 446
Capital Lease Obligations . . . . — — - — —_
Operating Lease Obligations . . 32,882 2,770 5,460 3,681 20,971
Purchase Obligations ... ... .. — — — — —

Other Long-Term Liabilities
Reflected on the Balance
Sheet Under GAAP . ... ... — — — -— —

During 2006, we incurred interest costs of $181.2 million, of which $5.2 millicn was capitalized,

Factors Affecting Our Business and Prospects

There are many factors that affect our business and the results of our operations, some of which are
beyond our control. These factors include:

* unfavorable changes in apartment market and economic conditions that could adversely affect
occupancy levels, rental rates and purchase or sale prices of apartment communities,

* the failure of acquisitions to achieve anticipated results,

* possible difficulty in selling apartment communities.

* the timing and closing of planned dispositions under agreement,

* competitive factors that may limit our ability to lease apartment homes or increase or maintain rents,
* insufficient cash flow that could affect our debt financing and create refinancing risk,

* failure to generate sufficient revenue, which could impair our debt service payments and distributions to
stockholders,

* development and construction risks that may impact our profitability,
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» potential damage from natural disasters, including hurricanes and other weather-related events, which
could result in substantial costs,

* delays in completing developments and lease-ups on schedule,
* our failure to succeed in new markets,

+ changing interest rates, which could increase interest costs and affect the market price of our securities,

potential liability for environmental contamination, which could result in substantial costs, and

+ the imposition of federal taxes if we fail to qualify as a REIT in any taxable year.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Information required by this item is included in and incorporated by reference from Item 7. Manage-
ment’s Discussion and Analysis of Financial Condition and Results of Operations of this Report.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements and related financial information required to be filed are attached to
this Report. Reference is made to page 44 of this Report for the Index to Consolidated Financial Statements
and Schedule.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

Item 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As of December 31, 2006, we carried out an evaluation, under the supervision and with the participation
of our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of
our disclosure controls and procedures. Our disclosure controls and procedures are designed with the objective
of ensuring that information required to be disclosed in our reports filed under the Securities Exchange Act of
1934 is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our
disclosure controls and procedures are effective in timely alerting them to material information required to be
included in our periodic SEC reports.

It should be noted that the design of any system of controls is based in part upon certain assumptions
about the likelihood of future events, and there can be no assurance that any design will succeed in achieving
its stated goals under all potential future conditions, regardless of how remote. However, our Chief Executive
Officer and Chief Financial Officer have concluded that our disclosure controls and procedures are effective
under circumstances where our disclosure controls and procedures should reasonably be expected to operate
effectively.

Management’s Report on Internal Control ever Financial Reporting

UDR'’s management is responsible for establishing and maintaining adequate internal control over
financial reporting as defined in Rule 13a-15(f) under the Exchange Act. Under the supervision and with the
participation of our management, UDR's Chief Executive Officer and Chief Financial Officer conducted an
evaluation of the effectiveness of our internal control over financial reporting based on the framework in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations (COSO).

Based on UDR’s evaluation, management concluded that our internal control over financial reporting was
effective as of December 31, 2006. Management's assessment of the effectiveness of our internal control over
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financial reporting as of December 31, 2006, has been audited by Ernst & Young LLP, an independent
registered public accounting firm, as stated in their report, which is included herein.

Changes in Internal Control Over Financial Reporting

Our Chief Executive Officer and our Chief Financial Officer concluded that during the quarter ended
December 31, 2006, there has been no change in our internal control over financial reporting that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. OTHER INFORMATION

None.

PART III

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this item is incorporated by reference to the information set forth under the
headings “Election of Directors,” “Corporate Governance Matters,” “Audit Committee Report,” “Corporate
Governance Matters-Audit Committee Financial Expert,” “Corporate Governance Matters-Identification and
Selection of Nominees for Directors,” “Corporate Governance Matters-Board of Directors and Committee
Meetings™ and “Section 16(a) Beneficial Ownership Reporting Compliance™ in our definitive proxy statement
for our Annual Meeting of Stockholders to be held on May 8, 2007.

Information required by this item regarding our executive officers is included in Part I of this Report in
the section entitled “Business-Executive Officers of the Company.”

We have a code of ethics for senior financial officers that applies to our principal executive officer, all
members of our finance staff, including the principal financial officer, the principal accounting officer, the
treasurer and the controller, our director of investor relations, our corporate secretary, and all other company
officers. We also have a code of business conduct and ethics that applies to all of our employees. Information
regarding our codes is available on our website, www.udrt.com, and is incorporated by reference to the
information set forth under the heading “Corporate Governance Matters” in our definitive proxy statement for
our Annual Meeting of Stockholders to be held on May 8, 2007. We intend to satisfy the disclosure
requirements under Item 10 of Form 8-K regarding an amendment to, or a waiver from, a provision of our
codes by posting such amendment or waiver on our website.

Item 11. EXECUTIVE COMPENSATION

The information required by this item is incorporated by reference to the information set forth under the
headings “Security Ownership of Certain Beneficial Owners and Management,” “Corporate Governance
Matters-Compensation Committee Interlocks and Insider Participation,” “Executive Compensation,” “Compen-
sation of Directors” and “Compensation Committee Report™ in our definitive proxy statement for our Annual
Meeting of Stockholders to be heid on May 8, 2007.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEF ICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

The information required by this item is incorporated by reference to the information set forth under the
headings “Security Ownership of Certain Beneficial Owners and Management,” “Executive Compensation”
and “Equity Compensation Plan Information” in our definitive proxy statement for our Annual Meeting of
Stockholders to be held on May 8, 2007.
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Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required by this item is incorporated by reference to the information set forth under the
heading “Security Ownership of Certain Beneficial Owners and Management,” “Corporate Governance
Matters-Corporate Governance Overview,” “Corporate Governance Matters-Director [ndependence,” “Corporate
Governance Matters-Independence of Audit, Compensation and Governance Committees,” and “Executive
Compensation” in our definitive proxy statement for our Annual Meeting of Stockholders to be held on May 8,
2007.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is incorporated by reference to the information set forth under the
headings “Audit Fees” and “Pre-Approval Policies and Procedures” in our definitive proxy statement for our
Annual Meeting of Stockholders to be held on May 8, 2007.

PART IV

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) The following documents are filed as part of this Report:

1. Financial Statements. See Index to Consolidated Financial Statements and Schedule on page 44
of this Report.

2. Financial Statement Schedule. See Index to Consolidated Financial Statements and Schedule on
page 44 of this Report. All other schedules are omitted because they are not required, are inapplicable, or
the required information is included in the financial statements or notes thereto.

3. Exhibits. The exhibits filed with this Report are set forth in the Exhibit Index.
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting

Board of Directors and Stockholders
United Dominion Realty Trust, Inc.

We have audited management’s assessment, included in the accompanying Management's Report on
Internal Control over Financial Reporting included at Item 9A, that United Dominion Realty Trust, Inc. (the
“Company™) maintained effective internal control over financial reporting as of December 31, 2006, based on
criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria). The Company’s management is responsible
for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting. Our responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the Company's internal control over financial reporting
based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting, evaluating
management’s assessment, testing and evaluating the design and operating effectiveness of internal control,
and performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, management’s assessment that the Company maintained effective internal control over
financial reporting as of December 31, 2006, is fairly stated, in all material respects, based on the COSO
criteria. Also, in our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2006, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets as of December 31, 2006 and 2005, and the related
consolidated statements of operations, stockholders’ equity, and cash flows for each of the three years in the
period ended December 31, 2006 of United Dominion Realty Trust, Inc. and our report dated February 23,
2007 expressed an unqualified opinion thereon.

/s/ Emst & Young LLP

Richmond, Virginia
February 23, 2007
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
United Dominion Realty Trust, Inc.

We have audited the accompanying consolidated balance sheets of United Dominion Realty Trust, Inc.
(the “Company™) as of December 31, 2006 and 2005, and the related consolidated statements of operations,
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2006. Our
audits also included the financial statement schedule listed in the Index at Ttem 15(a). These financial
statements and schedule are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statrements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of United Dominion Realty Trust, Inc. at December 31, 2006 and 2005, and the
consolidated results of its operations and its cash flows for each of the three years in the period ended
December 31, 2006, in conformity with U.S. generally accepted accounting principles. Also, in our opinion,
the related financial statement schedule, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of the Company’s internal control over financial reporting as of
December 31, 2006, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 23, 2007
expressed an unqualified opinion thercon.

/s/ FErnst & Young LLP

Richmond, Virginia
February 23, 2007
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UNITED DOMINION REALTY TRUST, INC.

CONSOLIDATED BALANCE SHEETS
(In thousands, except for share data)

December 31,

2006 2005
ASSETS
Real estate owned:
Real estate held for investment. . ......... .. ... . . . $ 5,559,156 § 4,931,085
Less: accumulated depreciation...... ... ... .. .. . .. ... . (1,238,392) ( 1,000,109)

4,320,764 3,930,976
Real estate under development (net of accumulated depreciation of $527

and SM0).......... T 203,786 90,769
Real estate held for disposition (net of accumulated depreciation of $14,808
and $123.580) ... T 41,845 366,850
Total real estate owned, net of accumulated depreciation. .. ... ... . . ... 4,566,395 4,388,595
Cash and cash equivalents . ... oo 2,143 15,543
Restricted cash. . ... . 5,602 4,583
Deferred financing costs, net ... ... ... .. . . T 35,160 31,036
Notes receivable ................... ... .. ..o 10,500 64,805
Other assets. ... ... 43,123 33,727
Other assets — real estate held for disposition. ... ...... .. ... ... ... .. . .. 12,952 3,304
Totalassets ... $ 4,675,875  $4.541.593
LIABILITIES AND STOCKHOLDERS® EQUITY
Secured debt ... T - $ 1,182,919 § 1,062,526
Secured debt — real estate held for disposition . . ....... ... .. . . . . . . . — 53,733
Unsecured debt .................... . ... . . 2,155,866 2,043,518
Real estate taxes payable ..., ... . 25,557 22,413
Accrued interest payable ............. . T 34,347 26,672
Security deposits and prepaid rent .. ... 25,249 24,046
Distributions payable .. ....... ... . . . 46,936 45,313
Accounts payable, accrued cxpenses, and other liabilities . ... .. ... .. .. . . | 54,878 53,162
Other liabilities — real estate held for disposition .. ......... ... ... . .. . 6,035 18,667
Total liabilities. .................. ... . . 3,531,787 3,350,050
Minority interests. .................... . .. . ... 88.833 83,819

Stockholders equity:
Preferred stock, no par value; 50,000,000 shares authorized
5,416,009 shares 8.60% Series B Cumulative Redeemable issued and

outstanding (5,416,009 in 2005) ... 135,400 135,400

2,803,812 shares 8.00% Serics E Cumulative Convertible issued and

outstanding (2.803,812in2005) ........ ... . ... .. . . .. . 46,571 46,571
Common stock, $0.01 par value; 250,000,000 shares authorized,

135,029,126 shares issued and outstanding (134,012,053 in 2005y ........ 1,350 1,340
Additional paid-in capital . ........... .0 T 1,682,809 1,680,115
Distributions in excess of net income ........... .. .. .. . " (810,875) (755,702)

Total stockholders’ equity ... 1,055,255 1,107,724
Total liabilities and stockholders’ equIty . ... $ 4675875  $ 4,541,593

See accompanying notes to consolidated Sinancial statements.
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UNITED DOMINION REALTY TRUST, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Years Ended December 31,

2006 2005 2004
REVENUES
Rental INCOME . « o o v et e e e e e e e $694,473  $621,904  $513,463
Non-property income:
Sale of technology investment . .............. ... ..o, 796 12,306 —
Sale of unconsolidated joint venture . ... .. ... ... — 3,823 —_—
OUREr IOCOMIE . & o v v e e e e et e et et r e e e et ia i ir e e e 2,789 4,535 2,608
Total NON-property iNCOME . . . ..o vvee v e 3,585 20,664 2,608
TOMl TEVEMUES -« o o vt e e et et v e ettt me e 698,058 642,568 516,071
EXPENSES
Rental expenses:
Real estate taxes and INSUFANCE . . . . o v v v v e i vnciu s nnaeennn 83,527 74,510 59,795
Personnel . . oo e e e e e e 67,928 62,674 52,937
S v vt s e e et et e e e et e 39,821 36,494 30,897
Repair and Maintenance . .. .. ... .o vv e 40,942 36,595 37,829
Administrative and marketing. . .. ... ... oo 21,348 21,463 17,904
Property MAnagement . . ... .. .. oveeenenuoannnsrmnns s 20,265 19,309 17,881
Other Operating eXPenses . . ... v n e e cnn s 1,238 1,178 1.226
Real estate depreciation and amortization. .. ........... ... .. 236,523 193,517 147,133
| £ AT S 182,285 162,773 122,024
General and administrative. . . ... . it e 31,198 24,819 19,316
Other depreciation and amortization. .. ... ... oo 3,009 2,655 3,201
Loss on early debt retirement. . . ... ... — 6,662 —
Total EXPENSES . o« ot ittt 728,084 642,649 510,143
(Loss)income before minority interests and discontinued operations. . . . . (30,026} (81) 5,928
Minority interests of outside partnerships. . ............ . e {103} (108) (182)
Minority interests of unitholders in operating partnerships ... ......... 2,722 ° 918 1,230
{Loss)income before discontinued operations, net of minority interests . . (27,407 729 6,976
Income from discontinued operations, net of minority interests. .. .... .. 156,012 154,437 90,176
NEl ICOIMIE . .« o v o v e e e e et ittt e et e ettt e it es 128,605 155,166 97,152
Distributions to preferred stockholders — Series B. . ................ (11,644) (11,644) (11,644)
Distributions to preferred stockholders — Series D (Convertible) . . ... .. — — (3,473
Distributions to preferred stockholders — Series E (Convertible) . ... ... (3,726) (3,726) (4.414)
Premium on preferred stock conversions .. ...... ... ..l — — (5.729)
Net income available to common stockholders. .. .................. $113,235  $139,796 $§ 71,892
Earnings per common share — basic and diluted:
Loss from continuing operations available to common stockholders, net
of MInority iNtETESIS . .. ... v it $ 032 3 @1 $ (0.14)
Income from discontinued operations, net of minority interests. .. .. .. $ 117 $ 114 § 070
Net income available to common stockholders. ... ... ... .. ... .. $ 085 $ 103 § 0356
Common distributions declared per share. . . ...................... $ 125 § 120 % 117
Weighted average number of common shares outstanding — basic ... . .. 133,732 136,143 128,097
Weighted average number of common shares outstanding — diluted . . . . . 133,732 136,143 128,097

See accompanying notes to consolidated financial siatements.
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UNITED DOMINION REALTY TRUST, INC,
CONSOLIDATED STATEMENTS OF CASH F LOWS

Operating Activities
Netincome. . ... ... . ...

(In thousands)

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amontization
Net gains on the sale of land

Gain on the sale of technology investment
Gain on the sale of unconsoiiduted joint venture

Distribution of earnings from unconsolidated joint venture

Minority interests

Net cash provided by operating activities
Investing Activities
Proceeds from the sale of real estate investments, n
Repayment of nates receivable, .. ... ., . . ..
Acquisition of real estate ussets
Development of real estate assets

Cupital expenditures a2nd other major improvements — real

Capital expenditures — non-real estate assets. e
Distributions to consolidated joint venture partners
Proceeds from the sale of technology investment .

Purchase deposits on pending real estate acquisitions

Issuance of notes receivable . . .. ..., ... ..
Distribution of capital from unconsolidated joint ve
Decrease/(increase) in funds held in escrow from ta

eSIe ..

Net cash used in investing activities

Financing Activities
Proceeds from the issuance of secured deht . . . | .
Scheduled principal payments on secured debt -
Non-scheduled principal payments on secured debt
Proceeds from the issuance of unsccured debt
Payments on unsecured debt . ... ., ... .. |
Net (repayment¥proceeds of revolving bank debt |
Purchase of capped cull equity instrument . . . |, . |
Payment of financing costs , . ... ., ...
Proceeds from the issuance of common stock
Proceeds from the repayment of officer loans A
Proceeds from the issuance of performance shares
Purchase of minority interests owned by Series A L
Purchase of minority interest from outside partners
Conversion of operating partnership units to cash .
Distributions paid 10 minority interests .
Distributions paid to preferred stockholders . . . . |
Distributions paid to common stockholders . . . .
Repurchuses of common and preferred stock | . . .

Net cash (used in)/provided by financing activities . .
Net (decreaseMincrease in cash and cash equivalents.
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental Information:
Interest paid during the period
Non-cash trunsactions:

Conversion of eperating partnership minority interests

(381,001 shares in 2006, 99,573 shares in 2005

Conversion of minority inmerests in Series B. LLC
Issuance of restricted stock awards. . .. . . . . . .

Issuance of operating partnership units in connect
Cancellution of a rote receivable

Non-cash trunsactions associnted
Reul estate assets acquired
Sccured debt assumed. .

and depreciable property
Cancellation of operating partnership units in conneciion with the saje of equity investment

with the acquisition of a property
Secured debt assumed with the acquisition of properties
Receipt of a note receivable in connection with sales of real estate investments
Deferred gain in connection with the sale of real eslate investments
with consolidated joint venture:

Bl

LC

to common stock
. 170,209 shares in 2004)

fon with acquisitions . .. ..., . 77

Years Ended December 31,

2006 2005 2004
$128605  $ 155166 $ 97,152
246934 215192 184,088
(148,614} (139.724)  (52903)
— (1.000) -
(796)  (12,306) —
— (3.823} -
— 124 —
7,463 8.838 5025
6,063 5.287 7.206
— 2939 2,780
(6,288) — -
(2.713) 8.695 (1.769)
(1,041) 8,798 10.168
229613 248186 251,747
492744 308753 190,105
50805 64845 75,586
(365,606)  (413743)  (755.966)
(101.849)  (49343) (19131
QI5721)  (156122)  (82.390)
(3465) (3209 (1.578)
(6,823) — —
796 12,306 -
(4,354) — —
(5.500) — -
— 458 —
— 17.039 (2.592)
(149.973)  (219.017) (595.966)
78,860 25,342 —
(70339)  (8611)  (36814)
—125221) (95011
375000 499983 475775
(138849)  (70860)  (46.585)
(123.600)  (67.300) 140,200
(12,588) - —
(10.284)  (14,455) (8,849
5303 4,334 99.461
— — 459
400 343 (50)
(2,059) — —
— (522) —
— (50) —
(12.729)  (12900)  (13.553)
(15370)  (15370) (20347
(166,785)  (163.001)  (147.387)
—  (73242) —
(93.040)  (21.530) 347299
{13,400) 7,639 3,080
15,543 7.904 4.824
$ 2143 5 15583 5 7904
$ 174871  $ 160367 S 115519
7,988 1.444 2,035
_— 690 —_
2754 7,709 3,250
- 7.653 —

— = 8.000
24,512 26825 311,714
— 124650 75586

— 6410 —
62,059 — -
33627 — -
3840 - —

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands, except share data)

Balance, December 31,
2003

Comprehensive Incomne
Netincome. . . ........
Other comprehensive

income:

Unrealized gain on
derivative financial
igstruments . . ... .. .

Comprehensive income. . . .

Issuance of common and
restricted shares. . .. . ..
Issuance of common shares
through public offering . .
Adjustment for conversion
of minority interests of
unithelders in operating
partperships . . .. ... ..
Principal repayments on
notes receivable from
officer-stockholders . . . .
Accretion of premium on
Series D conversions. . . .
Conversion of 7.50%
Series D Cumulative . . . .
Convertible Redeemabie
shares. . ... ........
Conversion of 8.00%
Series E Cumulative
Convertible shares . . . . .
Common stock distributions
declared ($1.17 per
share). .. .. ... ...
Preferred stock distributions
declared-Series B
($2.15 per share) . . . . . .
Preferred stock distributions
declared-Series D
($2.09 per share) . . . . . .
Preferred stock distributions
declared-Series E
($1.33 per sharey . . . .. .
Adjustment for FASB 123
adoption . . .. .......

Comprehensive Income
Netincome, . ... ... ...

Comprchensive income . . . .

Tssuance of common and
restricted shares. . . . ...
Common shares
repurchased . , .. .. ...
Adjustment for change in
par value from $1.00 to
001, ...
Adjustment for conversion
of minority interests of
unitholders in operating
partneeships . . .. ...
Adjustment for conversion
of minority intergsts in
Series BLLC . . ......
Common stock distributions
declared ($1.20 per
share}, ... ... .. ...
Preferred stock distributions
declared-Series B
($2.15 per share) . .. . ..
Preferred stock distributions
declared-Series E
($1.33 per share) . . . . ..

UNITED DOMINION REALTY TRUST, INC.

Deferred Notes
Distributions Compensation- Receivable  Accumulated
in Unearned from Other
Preferred Stock Common Stock Paidin  Excessof  Restricted Officer-  Comprehensive
Shares  Amount Shares Amount Capital  Net Income  Stock Awards  Stockholders Loss Total
10,841,226 $236,564 127,295,126 § 127,295 51,458,983 $(651.497)  5(5.588) $45% $(1,862)  $1.163,436
97,152 97,152
1,862 1,862
97,152 1,862 99,014
769,083 769 10,171 10,940
4,497,000 4,497 86,804 91,301
170,209 170 1,865 2,035
459 459
5,729 (5.72% -
(2,000,000) (50,000) 3,076,769 3,077 46,923 —
(621,405) (10,322 621405 622 9,700 —
(152,203 (152,203)
(11,644) (11,644)
(3,473) (3.473)
(4,414) (4,414)
(5,388) 5,588 o —
8,219,821 181,971 136,429,592 136430 1,608,858 (731,808) — — — 1,195,451
155,166 155,166
155,166 155,166
' 063,238 680 6,595 7275
(3,180,350) 32y (73.210) (73.242)
(135,822) 135,822 —
99,573 84 1,360 1,444
640 690
(163,690} (163,690)
(11,644} (11.644)
(3,726) (3,726)
50
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UNITED DOMINION REALTY TRUST, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY — (Continued)
(In thousands, except share data)

Deferred Notes
Distributions Compensation- Receivable Accumulated
in Unearned from Other
Preferred Stock Comman Stock Paidin  Excessof  Resiricted Officer-  Comprehensive
Shares Amount Shares Amount Capital  Net Income Stock Awards Stockholders Loss Total
Balance, December 31,
2005, ... .. ..., ... .. 8219821 181,971 134,012,053 1340 1,680,015  (755,702) —_ — — 1.107.724
Comprehensive Income
Netincome. .. ........ 128,605 128,605
Comprehensive income. . . | 128.605 128,605

Issuance of common and

restricted shares and

other . . .. ..., . ... 636,072 6 9,357 9,363
Adjustment for conversion

of minority interests of

unithelders in operating

partnerships ., .., . [, 381,001 4 7.984 7,988
Adjustment for conversion

of minerity interests

owned by Series A

LLC ..o, (2054 {2,059}
Purchase of capped calt
cquity instrument . . . . ., (12,588) (12,588)

Commuon stock distributions

declared ($1.25 per

share}, . . . ..., ... .. (168,408) {168,408)
Preferred stock distributions

declared-Series B

(52.15 per share) . . ., . . {11,643) (11,644)
Preferred stock distributions

declared-Series E

(31.33 per share) . . . . . . (3.726) (3.726)

Balance, December 31,
2006

............... 8.219.821 $181,971 135,029,126 § 1,350 $1.682809 $(810875) § — 5 — $ —  $1,055255

See accompanying notes to consolidated Sinancial statements.
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UNITED DOMINION REALTY TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and formation

United Dominion Realty Trust, Inc., a Maryland corporation, was formed in 1972, We operate within one
defined business segment with activities related to the ownership, management. development. acquisition,
renovation, and disposition of multifamily apartment communities nationwide. At December 31. 2006, we
owned 242 communities and had five communities under development.

Basis of presentation

The accompanying consolidated financial statements include the accounts of UDR and its subsidiaries.
including United Dominion Realty, L.F., (the “Operating Partnership™), and Heritage Communities L.P. (the
“Heritage OP™). (collectively, “UDR™). As of December 31, 2006. there were 166,185,740 units in the
Operating Partnership outstanding. of which 156.493 682 units or 94% were owned by UDR and
9.692.058 units or 6% were owned by limited partners {of which 1.650.322 are owned by the holders of the
Series A OPPS). As of December 31, 2006, there were 5,542.200 units in the Heritage OP outstanding. of
which 5.212,993 units or 94% were owned by UDR and 329.207 units or 6% were owned by limited pariners.
The consolidated financial statements of UDR include the minority interests of the unitholders in the Operating
Partnership and the Heritage OP. All significant intercompany accounts and transactions have been climinated
in consolidation.

Use of estimates

The preparation of these financial statements requires management to make cstimates and assumptions
that affect the reported amounts of assets and liabilitics and the disclosure of contingent liabilities at the dates
of the financial statements and the amounts of revenues and expenses during the reporting periods. Actual
amounts realized or paid could differ from those estimates. Certain previously reported amounts have been
reclassified to conform to the current financial statement presentation.

Real estate

Real estatc assets held for investment are carried at historical cost less accumulated depreciation and any
recorded impairment losses.

Expenditures for ordinary repair and maintenance Costs are charged to expense as incurred. Expenditures
for improvements, renovations. and replacements related to the acquisition and/or improvement of real estate
assels are capitalized at cost and depreciated over their estimated useful lives if the value of the existing asset
will be materially enhanced or the life of the related asset will be substantially extended beyond the original
life expectancy.

UDR recognizes impairment losses on long-lived assets used in operations when there is an event or
change in circumstance that indicates an impairment in the value of an asset and the undiscounted future cash
flows are not sufficient to recover the asset’s carrying value. Our cash flow estimates are based upon historical
results adjusted to reflect our best estimate of future market and operating conditions and our estimated
holding periods. If such indicators of impairment are present, an impairment loss is recognized based on the
excess of the carrying amount of the asset over its fair value. Our estimates of fair market value represent our
best estimate based upon industry trends and reference to market rates and transactions.

UDR purchases real estate investment propetties from time to time and allocates the purchase price to
various components. such as land. buildings. and intangibles related to in-place leases in accordance with
FASB Statement No. 141, “Business Combinations.” The purchase price is allocated based on the relative fair
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value of each component. The fair value of buildings is determined as if the buildings were vacant upon
acquisition and subsequently leased at market rental rates, As such, the determination of fair valve considers
the present value of all cash flows expected to be generated from the property including an initial lease up
period. UDR determines the fair value of in-place leases by assessing the net effective rent and remaining term
of the lease relative to market terms for similar leases at acquisition. The fair value of in-place leases is
recorded and amortized as amortization expense over the remaining contractual lease period. UDR determines
the fair value of in-place leases by considering the cost of acquiring similar leases, the foregone rents
associated with the lease-up period, and the carrying costs associated with the lease-up period.

For long-lived assets to be disposed of, impairment losses are recognized when the fair value of the asset
less estimated cost to sell is less than the carrying value of the asset. Properties classified as real estate held
for disposition generally represent properties that are actively marketed or contracted for sale which are
expected to close within the next twelve months, Real estate held for disposition is carried at the lower of
cost, net of accumulated depreciation, or fair value, less the cost to dispose, determined on an asset-by-asset
basis. Expenditures for ordinary repair and maintenance costs on held for disposition properties are charged to
expense as incurred. Expenditures for improvements, renovations, and replacements related to held for
disposition properties are capitalized at cost. Depreciation is not recorded on real estate held for disposition.

Depreciation is computed on a straight-line basis over the estimated useful lives of the related assets
which is 35 years for buildings, 10 to 35 years for major improvements, and 3 to 10 years for furniture,
fixtures, equipment, and other assets. The value of acquired in-place leases is amortized over the remaining
term of each acquired in-place lease,

All development projects and related carrying costs are capitalized and reported on the Consolidated
Balance Sheet as “Real estate under development.” As each building in a project is completed and becomes
available for lease-up, the total cost of the building is transferred to real estate held for investment and the
assets are depreciated over their estimated useful lives. The cost of development projects includes interest, real
estate taxes, insurance, and allocated development overhead during the construction period.

Interest, real estate taxes, and incremental labor and support costs for personne! working directly on the
development site are capitalized as part of the real estate under development to the extent that such charges do
not cause the carrying value of the asset to exceed its net realizable value. During 2006, 2005, and 2004, total
interest capitalized was $5.2 million, $2.8 million, and $1.0 million, respectively.

Cash equivalents

Cash equivalents include all cash and liquid investments with maturities of three months or less when
purchased.
Restricted cash

Restricted cash consists of escrow deposits held by lenders for real estate taxes, insurance and
replacement reserves, and security deposits,
Deferred financing costs

Deferred financing costs include fees and other external costs incurred to obtain debt financings and are
generally amortized on a straight-line basis, which approximates the effective interest method, over a period
not to exceed the term of the related debt. Unamortized financing costs are written-off when debit is retired
before its maturity date. During 2006, 2005, and 2004, amortization expense was $6.1 million, $6.5 million,
and $5.1 million, respectively.
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Investments in unconsolidated development joint ventures

Investments in unconsolidated joint ventures are accounted for using the equity method when major
business decisions require approval by the other partners and UDR does not have control of the assets.
Investments are recorded at cost and subsequently adjusted for equity in net income (loss) and cash
contributions and distributions. UDR eliminates intercompany profits on sales of services that are provided to
joint ventures. Differences between the carrying value of investments and the underlying equity in net assets
of the investee are due to capitalized interest on the investment balance and capitalized development and
leasing costs that are recovered by UDR through fees during construction.

Revenue recognition

UDR’s apartment homes are leased under operating leases with terms generally of one year or less.
Rental income is recognized as it is earned and collectability is reasonably assured.

Advertising costs

All advertising costs are expensed as incurred and reported on the Consolidated Statements of Operations
within the line item “Administrative and marketing.” During 2006, 2005, and 2004, total advertising expense
was $9.3 million, $11.2 million, and $10.5 million, respectively.

Interest rate swap agreements

UDR accounts for its derivative instruments in accordance with Statements of Financial Accounting
Standards No. 133 and No. 138, “Accounting for Certain Derivative Instruments and Hedging Activities.” At
December 31, 2006, UDR has no derivative financia! instruments reported on its Consolidated Balance Sheet.
Prior to their maturity in July 2004, UDR’s derivative financial instruments consisted of interest rate swap
agreements that were designated as cash flow hedges of debt with variable interest rate features, and as
qualifying hedges for financial reporting purposes. For a derivative instrument that qualifies as a cash flow
hedge, the effective portion of the gain or loss on the derivative instrument is reported as a compoenent of
other comprehensive income and reclassified into earnings during the same period or periods during which the
hedged transaction affects earnings. The remaining gain or loss on the derivative instrument in excess of the
cumulative change in the present value of future cash flows of the hedged item, if any, is recognized in current
earnings during the period of change.

As part of UDR’s overall interest rate risk management strategy, UDR used derivative financial
instruments as a means to artificially fix variable rate debt or to hedge anticipated financing transactions.
UDR'’s derivative transactions used for interest rate risk management included various interest rate swaps with
indices that related to the pricing of specific financial instruments of UDR. Because of the close correlation
between the hedging instrument and the underlying cash flow exposure being hedged, fluctuations in the value
of the derivative instruments were generally offset by changes in the cash flow of the underlying exposures.
As a result, UDR appropriately controlled the risk so that derivatives used for interest rate risk management
would not have a material unintended effect on consolidated earnings. UDR does not enter into derivative
financial instruments for trading purposes.

The fair value of UDR’s derivative instruments were reported on the balance sheet at their current fair
value. The estimated fair value for our interest rate swaps relied on prevailing market interest rates. The
interest rate swap agreements were designated with all or a portion of the principal balance and term of a
specific debt obligation. Each interest rate swap involved the periodic exchange of payments over the life of
the related agreement. An amount received or paid on the interest rate swap was recorded on an accrual basis
as an adjustment to the related interest expense of the outstanding debt based on the accrual method of
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accounting. The related amount payable to and receivable from counterparties was included in other liabilities
and other assets, respectively.

When the terms of the underlying transaction were modified, or when the underlying hedged item ceased
to exist, all changes in the fair value of the instrument were marked-to-market with changes in value included
in net income each period until the instrument matured, unless the instrument was redesignated as a hedge of
another transaction. If a derivative instrument was terminated or the hedging transaction was no longer
determined to be effective, amounts held in accumulated other comprehensive income were reclassified into
earnings over the term of the future cash outflows on the related debt,

Comprehensive income

Comprehensive income, which is defined as all changes in equity during each period except for those
resulting from investments by or distributions to stockholders, is displayed in the accompanying Statements of
Stockholders™ Equity. Other comprehensive income for 2004 consisted of unrealized gains or losses from
derivative financial instruments. There is no difference between net income and total comprehensive income
for 2006 and 2005,

Stock-based employee compensation plans

UDR adopted the fair-value-based method of accounting for share-based payments effective Janvary 1,
2004, using the prospective method described in FASB Statement No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure.” UDR adopted Statement 123(R) on January 1, 2006, and has
continued to use the Black-Scholes-Merton formula to estimate the value of stock options granted to
employees, which have not been granted since 2002. Statement 123(R) must be applied not only to new
awards but to previously granted awards that are not fully vested on the effective date (as of January 1, 2006,
there were no unvested stock options}. UDR adopted Statement 123 using the modified prospective transition
method (which applied only to awards granted, modified or settled after the adoption date). The adoption of
the provisions of Statement 123(R) did not have a material impact on our financial position, resuits of
Operations, or cash flows.

Minority interests of unithelders in operating partnerships

Interests in operating partnerships held by limited partners are represenied by operating partnership units
(“OP Units™). The operating partnerships” income is allocated to holders of OP Units based upon net income
available to common stockholders and the weighted average number of OP Units outstanding to total common
shares plus OP Units outstanding during the period. Capital contributions, distributions, and profits and losses
are allocated to minority interests in accordance with the terms of the individual partnership agreements.

OP Units can be exchanged for cash or shares of UDR’s common stock on a one-for-one basis, at the option
of UDR. OP Units, as a percentage of 1otal OP Units and shares outstanding, were 6.1% at December 31,
2006, 5.9% at December 31, 2005, and 6.3% at December 31, 2004,

Minority interests of outside partnerships

UDR has limited partners in certain real estate partnerships acquired in certain merger transactions, Net
income for these partnerships is allocated based upon the percentage interest owned by these limited partners
in each respective real estate partnership,

Earnings per share

Basic earnings per common share is computed based upon the weighted average number of common
shares outstanding during the year. Diluted earnings per common share is computed based upon common
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shares outstanding plus the effect of dilutive stock options and other potentially dilutive common stock

equivalents. The dilutive effect of stock options and other potentially dilutive common stock equivalents is
determined using the treasury stock method based on UDR’s average stock price.

The following table sets forth the computation of basic and diluted earning per share { dollars in
thousands, except per share amounts):

2006 2005 2004
Numerator for basic and diluted earnings per share —
Net income available to common stockholders. ... ... ... .. $113,235 $139.796 § 71,892
Denominator:
Denominator for basic earnings per share —
Weighted average common shares outstanding. . .. ........ 134,533 136,920 128,711
Non-vested restricted stock awards . .. ......... ... ... .. (801} (777) (614)

133,732 136,143 128,097

Effect of dilutive securities:

Employee stock options, non-vested restricted stock awards,
and convertible debt . . .. .. ... ... oo e — — —

Denominator for dilutive earnings per share .. ... ......... 133,732 136,143 128,097
Basic earnings pershare. . ...... ... ... i $ 085 $ 103 § 056
Diluted earnings pershare . ......... .. e, $ 08 $ 103 $ 056

The effect of the conversion of the operating partnership units, Series A, Series C, and Series D Out-
Performance Partnership Shares, convertible preferred stock, and convertible debt is not dilutive and is
therefore not included in the above calculations. If the operating partnership units were converted to common
stock, the additional shares of common stock outstanding for the three years ended December 31, 2006, would
be 8.693,981, 8,545,786, and 8,669,310 weighted average common shares, respectively. If the Series A Out-
Performance Partnership Shares were converted to common stock, the additional shares of common stock
outstanding for the three years ended December 31, 2006, would be 1,716,659, 1,778,251, and 1,791,329
weighted average common shares, respectively. If the convertible preferred stock were converted to common
stock, the additional shares of common stock outstanding for the three years ended December 31, 2006, would
be 2,803,812, 2,803,812, and 6,301,821 weighted average common shares, respectively. If the Series C and
Series D Out-Performance Partnership Shares were converted to common stock, the additional shares of
common stock outstanding for the year ended December 31, 2006, would be 313,145 and 75,869 weighted
average common shares, respectively. If the convertible debt was converted to common stock, the additional
shares of common stock outstanding for the year ended December 31, 2006, would be 68,132 weighted
average common shares.

Income taxes

UDR is operated as, and elects to be taxed as, a real estate investment trust (“REIT”) under the Internal
Revenue Code of 1986, as amended (the “Code™). Generally, a REIT complies with the provisions of the Code
if it meets certain requirements concerning its income and assets, as well as if it distributes at least 90% of its
REIT taxable income to its stockholders and will not be subject to U.S. federal income taxes if it distributes at
least 100% of its income. Accordingly, no provision has been made for federal income taxes of the REIT.
UDR is subject to certain state and local excise or franchise taxes, for which provision has been made. If we
fail to qualify as a REIT in any taxable year, our taxable income will be subject to United States Federal
income tax at regular corporate rates (including any applicable alternative minimum tax). Even if we qualify
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as a REIT, we may be subject to certain state and local income taxes and to United States Federal income tax.
We also will be required to pay a 100% tax on non-arms length transactions between us and a taxable REIT
substdiary and on any net income from saies of property that the IRS successfully asserts was property held
for sale to customers in the ordinary course.

The differences between net income available to common stockholders for financial reporting purposes
and taxable income before dividend deductions relate primarily to temporary differences, principally real estate
depreciation and the tax deferral of certain gains on property sales. The differences in depreciation result from
differences in the book and tax basis of certain real estate assets and the differences in the methods of
depreciation and lives of the real estate assets.

Consolidation of development partnerships

UDR adopted FASB Interpretation (“FIN™) No. 46, “Consolidation of Variabie Interest Entities,” as
required, effective March 31, 2004. The adoption required the consolidation of all previously unconsolidated
development projects, in which UDR was deemed to be the primary beneficiary. FIN No. 46 requires the
Company to consolidate the assets, liabilities and results of operations of the activities of a variable interest
entity, for which the Company includes only its development partnerships, if the Company is the primary
beneficiary of the partnership. The primary beneficiary is the partner that is entitled to receive a majority of
the entity’s residual returns and/or is subject to a majority of the risk of loss from such entity’s activities. As
of December 31, 2006, UDR was the primary beneficiary of, and therefore consolidated, its three development
partnerships.

Impact of recently issued accounting pronouncements

In July 2006, the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109.” This interpretation requires that income tax positions recognized
in an entity’s tax returns have a more-likely-than-not chance of being sustained prior to recording the related
tax benefit in the financial statements. Tax benefits would be derecognized if information became available
which indicated that it was more-likely-than-not that the position would not be sustained. UDR will adopt this
interpretation in the first quarter of fiscal 2007, The Company has substantially completed its analysis of the
interpretation and does not expect it to have a material impact on its financial position,

2. REAL ESTATE OWNED

UDR operates in 33 markets dispersed throughout 16 states. At December 31, 2006, our largest apartment
market was Orange County, California, where we owned 12% of our apartment homes, based upon carrying
value. Excluding Orange County, California, UDR did not own more than 8% of its apartment homes in any
one market, based upon carrying value,

The following table summarizes real estate held for investment at December 31, (dollars in thousands):

2006 2005
Land and land improvements. ... ... ...... ... .. ... .. . . $ 1,359,691 $ 1,220,654
Buildings and improvements . ....... ... ... ... . .. . . 3,899 409 3,466,573
Fumniture, fixtures, and equipment . ......... . ... .. . . . . 300,056 243,858
Real estate held for investment ............ .. .. .. . .. 5,559,156 4,931,085
Accumulated depreciation . ... ... . (1,238,392)  (1,000,109)
Real estate held for investment, net .. ......... ... .. .. . $ 4,320,764  $ 3,930,976
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“The following is a summary of real estate held for investment by major geographic markets (in order of

carrying value, excluding real estate held for disposition and real estate under development) at December 31,
2006 (dollars in thousands):

Number of Initial
Apartment Acquisition Carrying Accumulated
Communities Cost Value Depreciation Encambrances
WESTERN REGION
Orange County, CA ... ..o 13 $ 642,350 $ 684,460 $ 507353 $ 114,255
San Francisco, CA . .. ... . ... 10 427,219 445,360 43450 19.645
Los Angeles, CA............. ... 6 186,774 197,287 21,291 90,722
San Diego, CA . ...... ... oveenns 5 154,551 162,878 15,434 39,176
Inland Empire, CA. . . ... ..o v e 3 91,763 145,540 14,124 13,394
Monterey Peninsula, CA. ... ....... 7 85,323 144,133 27,064 —
Seattle, WA . .. ... ... o 6 107,432 114,875 17,159 58,621
Portland, OR . . . ... ... ens 5 76,990 86,271 14,912 20,576
Sacramento, CA .. ... 2 51,899 64,563 16,005 45,837
MID-ATLANTIC REGION
Metropolitan DC . ... ... 8 214,961 249,270 39,663 30,691
Raleigh, NC ............ooonnn 11 179,935 226,947 80,499 68,059
Baltimore, MD . .. ... ... .. ... 10 146,257 176,424 46,277 13,286
Richmond, VA. . ... ... ... . v 9 106,326 174,696 62,532 61,532
Wilmington, NC .. ............ - 6 604,213 103,893 39,035 —
Charlotte, NC . .. ... ..o ovaan 6 63,833 88,685 24,081 —
Norfolk, VA . ... ... . o 6 42,741 74,475 32,261 9,118
Other Mid-Atlantic .............. 13 92,985 145,972 59,316 36,232
SOUTHEASTERN REGION
Tampa, FL ... oo 12 213,597 273,531 71,233 63,253
Orlando, FL . . ... oo 12 142,034 219,802 78,286 47,871
Nashville,. TN . ... ... oo 10 132,719 187,754 49,632 71,585
Jacksonville, FL. ... ... veavs 4 82,178 110,344 31,193 17,043
Atlanta, GA. . ... ... e 6 57,669 84,779 32,394 23,884
OtherFlorida. . ...... ... .ot 8 132,913 164,164 39.076 52,588
Other Southeastern. . . ............ 7 54,609 79,467 34947 —
SOUTHWESTERN REGION i
Houston, TX .. ... ..o 16 185,965 265,438 79,615 40,693
Dallas, TX .. ... 6 192,525 199,570 22,376 23,971
Arlington, TX ... ..o 6 75,335 95,916 29,851 20,543
Austin, TX .. .. 0o 5 75,779 87,073 24,055 6,073
Denver, CO. ....... ..o 2 64,362 70,425 18,699 —
Phoenix, AZ . ... . o 3 45,168 67,116 21,949 27,771
Other Southwestern . . .. . ......--- 6 122,301 149,892 45,924 41,674
MIDWESTERN REGION
Columbus, OH .......... ... ... 6 111,315 165,785 46,384 40,635
Other Midwestern ... .......... .- 3 20,241 24,890 6,694 6,241
Richmond Corporate . . ... ....... — 554 4,09 1,137 —
Commercial . .. .. ... v — 20,223 20,390 991 10,276
238 $4.465,039  $5,559,156 $1,238,392 $1,115,245

lI
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The following is a summary of real estate held for disposition by major category at December 3 1. 2006
(dollars in thousandy):

Initial

Acqguisition Carrying Accumulated
Cost Value Depreciation Encumbrances
Apartments. ...... ... ... ... .. . .. . . . . $51,062 $52,506 $14,808 $—
land ool 3,932 4,147 — —
$54.994 $56.653 $14.808 §_—_—

The following is a summary of real estate under development by major category at December 31, 2006
{dollars in thousands}):

Ac:]rll.liigiat'ion Carrying Accumulated
Cost Value Depreciation Encumbrances
Apartments .......... ... ... .. . ... $ 20752 3 34377 § — 5 —
Land and joint ventures .. ... ... . .. 109,776 169,936 527 67.674
$ 130528 $ 204313 § 527 % 67674
Total Real Estate Owned ... .. . ... $4,650.561  $5,820,122 $1,253.727 51,182,919

3. INCOME FROM DISCONTINUED OPERATIONS

UDR adopted FASB Statement No, 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets,” (FAS 144) as of January |, 2002. FAS 144 requires, among other things, that the primary assets and
liabilities and the results of operations of UDR's real properties which have been sold subsequent to January I,
2005, or are held for disposition subsequent to January 1, 2005, be classified as discontinued operations and
segregaled in UDR's Consolidated Statements of Operations and Balance Sheets. Properties classified as real
estate held for disposition generally tepresent properties that are actively marketed or contracted for sale which
are expected to close within the next twelve months.

For purposes of these financial statements, FAS 144 results in the presentation of the primary assets and
liabilities and the net operating results of those properties sold or classified as held for disposition through
December 31. 2006. as discontinued operations for all periods presented. The adoption of FAS 144 does not
have an impact on net income available to common stockholders. FAS 144 only results in the reclassification
of the operating results of all properties sold or classified as held for disposition through December 31, 2006
within the Consolidated Statements of Operations for the years ended December 31, 20006, 2005, and 2004,
and the reclassification of the assels and Habilities within the Consolidated Balance Sheets as of December 31,
2006 and 2005,

For the year ended December 31, 2006, UDR sold 24 communities and 384 condominiums from four
communities with a total of 612 condominiums. We recognized gains for financial reporting purposes of
$148.6 million on these sales. At December 3 I, 2006, UDR had two communities with a net hook vaiue of
$18.3 million, one community with a total of 320 condominiums and a net book value of $19.0 million, one
commercial unit with a net book value of $0.4 million, and one parcel of land with a net book value of
$4.1 million included in real estate held for disposition. During 2005, UDR sold 22 communities, 240
condominiums from five communities with a total of 648 condominiums, and one parcel of land. We
recognized gains for financial reporting purposes of $139.7 million on these sales. In conjunction with the sale
of ten communities in July 2005, we received short-term notes for $124.7 million that bear interest at 6.75%
and had maturities ranging from September 2005 to July 2006. As of December 31, 2006, all of the notes
receivable had matured and had been repaid. We recognized previously deferred gains for financial reporting
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purposes of $6.4 million for the twelve months ended December 31, 2006. During 2004, UDR sold 19
communities, 24 condominiums from a community of 36 condominiums, and one parcel of land. The results
of operations for these properties and the interest expense associated with the secured debt on these properties
are classified on the Consolidated Statements of Operations in the line item entitled “Income from discontin-
ued operations, net of minority interests.”’

The following is a summary of income from discontinued operations for the years ended December 31,
fdollars in thousands);

2006 2005 2004
Rental INCOMIE . . v v ottt et et e e ittt e e e a e e aens $ 42441 $ 80466 $136,944
Non-property income/(Joss). . ... oo 5 8 )
42,446 80,474 136,942
RENTAL EXPENISES « oo v ottt v e et e v e e e 18,666 35,321 57,866
Real estaie depreciation . ... ... ... ... i 7,366 18,907 33,495
| L= £t AP P {1,102) 49 1,977
Loss on early debt retirement ... ......... ... .. —_ 1,821 —
Other EXPeNSES . . . . .o o it e i i 36 113 258

24,966 56,113 93,596
Incame before net gain on the sale of depreciable property and minority

IMIEIESES & v v vt vt e et et e e e e 17,480 24,361 43,346
Net gain on the sale of land and depreciable property ............... 148,614 139,724 52,903
Income before minority interests .. .. ... i i 166,094 164,085 96,249
Minority interests on income from discontinued operations . .......... {10,082) (9,648) (6,073)
Income from discontinued operations, net of minority interests. .. .. .. .. $156,012 $154437 § 90,176'
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4. SECURED DEBT

Secured debt on continuing and discontinued operations of UDR's real estate portfolio, which encumbers
$1.9 billion or 33% of real estate owned based upon book value ($3.9 billion or 67% of UDR'’s real estate
owned is unencumbered) consists of the following as of December 31, 2006 (dollars in thousands):

Principal Qutstanding ‘Xﬁ:’iﬁtge: ‘Xfiegrgtge: T’ron;:er:i:f
December 31, December 31, Interest Rate Years to Maturity Encumbered
2006 2005 2006 2006 2006
Fixed Rate Debt
Mortgage notes payable. . . . . . .. $ 352,159 S 359,281 5.49% 4.7 15
Tax-exempt secured notes
payable ... ... ... ... .. .., 26,070 26,400 5.84% 18.2 3
Fannie Mae credit facilities . .. .. 399,362 363,875 6.09% 44 9
Total fixed rate secured debt . . . . 777,591 749,556 5.81% 5.0 27
Variable Rate Debt
Mortgage notes payable. .. .. ... 105,089 66,464 6.42% 4.3 4
Tax-exempt secured note
payable . ............. .. .. 1,770 7,770 3.70% 21.5 1
Fannie Mae credit facility . . . .. . 292 469 292 469 3.86% 58 46
Total varjable rate secured debt . . 405,328 366,703 3.97% a7 51
Total secured debt. .. .. ... .. .. $1,182,919  $1,116,259 5.86% 5.2 78

Fixed Rate Debt

Mortgage notes payable. Fixed rate mortgage notes payable are generally due in monthly installments
of principal and interest and mature at various dates from December 2007 through July 2027 and carry interest
rates ranging from 4.55% to 8.18%.

Tax-exempt secured notes pavable. Fixed rate mortgage notes payable that secure tax-exempt housing
bond issues mature at various dates from May 2008 through March 2031 and carry interest rates ranging from
5.30% to 6.47%. Interest on these notes is generally payable in semi-annual installments.

Secured credit facilities. At December 31, 2006, UDR’s fixed rate secured credit facilities consisted of
$399.4 million of the $691.8 million outstanding on an $860 million aggregate commitment under four
revolving secured credit facilities with Fannie Mae. The Fannie Mae credit facilities are for an initial term of
len years, bear interest at floating and fixed rates, and can be extended for an additional five years at our
discretion. As of December 31, 2006, the fixed rate Fannie Mae credit facilities had a weighted average fixed
rate of interest of 6.09%,

Variable Rate Debt

Monigage notes payable.  Variable rate mortgage notes payable are generally due in monthly installments
of principal and interest and mature at various dates from October 2009 through July 2013. As of December 31,
2006, these notes had interest rates ranging from 5.99% to 7.70%.

Tax-exempt secured note pavable. The variable rate morigage note payable that secures tax-exempt
housing bond issues matures in July 2028. As of December 31, 2006, this note had an interest rate of 3.70%.
Interest on this note is payable in monthly installments.
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Secured credit facilities. At December 31, 2006, UDR’s variable rate secured credit facilities consisted
of $292.5 million outstanding on the Fannie Mae credit facilities. As of December 31, 2006, the variable rate
Fannie Mae credit facilities had a weighted average floating rate of interest of 5.86%.

The aggregate maturities of secured debt for the five years subsequent to December 31, 2006 are as

follows (dollars in thousands):

Fixed Variable
Mortgage Tax-Exempt Credit Morigage Tax-Exempt Credit

Year Notes Notes Facilities Notes Notes Facilities Total
2000 ... ... $81376 § 345 % — 3 — $ — $ — § 38L721
2008 ... ... ... 4,346 5,135 — — — — 9,481
2009 .. ...l 27,763 245 — 45,403 — — 73,411
2000 ...l 58,027 265 174,362 22,271 — — 294,925
2000 ... s 11,726 280 50,000 — — 39,513 101,519
Thereafter . ....... 128,921 19,800 175,000 37415 7,770 252,956 621,862

$352,159  $26,070  $399,362  $105,089 $7,770 $292,469 $1,182,919

During the first quarter of 2005, we prepaid approximately $110 million of secured debt. In conjunction
with these prepayments, we incurred prepayment penalties of $8.5 million in both continuing and discontinued
operations as “Loss on early debt retirement.” These penalties were funded by the proceeds from the sale of

our technology investment of $12.3 million.
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5. UNSECURED DEBT

A summary of unsecured debt as of December 31, 2006 and 2005 is as follows (dollars in thousands):

2006 2005
Commercial Banks
Borrowings outstanding under an unsecured credit facility due May 2008(a). ... $ 87,200 $ 210,800
Senior Unsecured Notes — Qther
7.95% Medium-Term Notes due July 2006 ... o L —_ 85374
7.07% Medium-Term Notes due November 2006. . .. .. ... ... .. . — 25,000
7.25% Notes due January 2007(b). .. ... 92,255 92,255
4.30% Medium-Term Notes due July 2007 ... o 75,000 75,000
4.50% Medium-Term Notes due March 2008. ... ... .. ... .. ... . 200,000 200,000
8.50% Monthly Income Notes due November 2008 .. . ... . ..... .. ... 29,081 29,081
4.25% Medium-Term Notes due January 2009. ... ..o L 50,000 50,000
6.50% Notes due une 2009 . ... ........ ... ... ... .. .. ... . 200,000 200,000
3.90% Medium-Term Notes due March 2010. . ... ....... ... . .. .. .. 50,000 50,000
3.625% Convertible Senior Notes due September 201 1(c) ........... ... ... 250,000 —
5.00% Medium-Term Notes due January 20012 ... .o 100,000 100,000
6.05% Medium-Term Notes due June 2013 ... ... ....... .. .. .. ... 121,345 —_
3.13% Medium-Term Notes due January 2004 ..o 200,000 200,000
5.25% Medium-Term Notes due January 2015, ... . L L 250,000 250,000
5.25% Medium-Term Notes due January 2016. ... .. ... ... ... .. 100,000 100,000
8.50% Debentures due September 2024. .. ... ... ... .. ... . ... ... 54,118 54,118
4.00% Convertible Senior Notes due December 2035(d). . ..., 250,000 250,000
Other .. .. 167 370
2,021,966 1,761,198
Unsecured Notes — Other
Verano Construction Loan due February 2006 .. ......... .. ... ... ... .. — 24,820
ABAG Tax-Exempt Bonds due August 2008 . ........ ... .. ... ... 46,700 46,700
46,700 71,520
Total Unsecured Debt . . .......... ... .. .. .. .. ... . $2,155,866 $2.043518

(a) UDR has a three-year $500 million unsecured revolving credit facility. The credit facility matures on
May 31, 2008. and at UDR’s option, can be extended for an additional year. UDR has the right to increase
the credit facility to $750 million under certain circumstances. Based on UDR's current credit ratings, the
credit facility carries an interest rate equal to LIBOR plus a spread of 57.5 basis points. Under a competi-
tive bid feature, and for so long as UDR maintains an Investment Grade Rating, UDR has the right to bid

out 100% of the commitment amount.

(b) In January 2007, this medium-term note matured and was repaid using proceeds from property

dispositions.

(c) At any time on or after July 15, 2011, prior to the close of business on the second business day prior to
September 15, 2011, and also following the occurrence of certain events, the notes will be convertible at
the option of the holder. Upon conversion of the notes, UDR will deliver cash and common stock, if any,
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based on a daily conversion value calculated on a proportionate basis for each trading day of the relevant
30 trading day observation period. The initial conversion rate for each $1,000 principal amount of notes is
26.6326 shares of our common stock, subject to adjustment under certain circumstances. In connection
with the issuance of the 3.625% convertible senior notes, UDR entered into a capped call transaction with
respect to its commen stock. The convertible note and capped call transactions, both of which expire Sep-
tember 2011, must be net share settled. The maximurm number of shares to be issued under the conven-
ible notes is 6.7 million shares, subject to certain adjustment provisions. The capped call transaction
combines a purchased call option with a strike price of $37.548 with a written call option with a strike
price of $43.806. These transactions have no effect on the terms of the 3.625% convertible senior notes
and are intended to reduce the potential dilution upon future conversion of the 3.625% convertible senior
notes by effectively increasing the initial conversion price to $43.806 per share, representing a 40% con-
version premium. The net cost of $12.6 million of the capped call transaction was included in
stockholders’ equity.

Prior to December 15, 2030, upon the occurrence of specified events, the notes will be convertible at the
option of the holder into cash and, in certain circumstances, shares of UDR’s common stock at an initial
conversion rate of 35,2988 shares per $1,000 principal amount of notes {which equates to an initial con-
version price of approximately $28.33 per share). On or after December 15, 2030, the notes will be con-
vertible at any time prior to the second business day prior to maturity at the option of the holder into cash
and, in certain circumstances, shares of UDR’s common stock at the above initial conversion rate. The ini-
tial conversion rate is subject to adjustment in certain circumstances.

The following is a summary of short-term bank borrowings under UDR’s bank credit facility at

December 31, (dollars in thousands):

2006 2005 2004
Total revolving credit facilities at December 31. ... ... .... .. $500,000  $500,000  $500,000
Borrowings outstanding at December 31 . ... . .......... ... 87,200 210,800 278,100
Weighted average daily borrowings during the year....... ... 264,102 315,487 127,665
Maximum daily borrowings during the year ... ............ 415,800 440,200 356,500
Weighted average interest rate during the year. . ............ 5.3% 3.6% 2.0%
Weighted average interest rate at December 31 . ... . ... ... 5.6% 4.7% 2.7%

The aggregate maturities of unsecured debt for the five years subsequent to December 31, 2006 are as

follows (dollars in thousands):

Credit Unsecured

Year Facility Debt Total

2007 e e e e $ — % 167265 § 167.265
2008 . e 87,200 275,790 362,990
2000 L e e — 250,009 250,009
2010 e e — 50,010 50,010
200 e e — 250,009 250,009
Thereafter. . .. o v e e e e e e — 1,075,583 1,075,583

$87,200  $2,068,666 32,155,866
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6. STOCKHOLDERS’ EQUITY
Pre!‘erreq Stock

The Series B Cumulative Redeemable Preferred Stock has no stated par value and a liquidation preference
of $25 per share. The Series B has no voting rights except as required by law. The Series B has no stated
maturity and is not subject to any sinking fund or mandatory redemption and is not convertible into any of our
other securities. The Series B is not redeemable prior to May 29, 2007. On or after this date, the Series B may
be redeemed for cash at our option, in whole or in part, at a redemption price of $25 per share plus accrued
and unpaid dividends. The redemption price is payable solely out of the sale proceeds of our other capital
stock. All dividends due and payable on the Series B have been accrued or paid as of the end of each fiscal
year.

Distributions declared on the Series B in 2006 were $2.15 per share or $0.5375 per quarter. The Series B
is listed on the NYSE under the symbol “UDRpb.” At December 31, 2006 and 2005, a total of 3,416,009 shares

of the Series B were outstanding.

The Series E Cumulative Convertible Preferred Stock has no stated par value and a liquidation preference
of $16.61 per share. Subject to certain adjustments and conditions, each share of the Series E is convertible at
any time and from time to time at the holder’s option into one share of our common stock. The holders of the
Series E are entitled to vote on an as-converted basis as a single class in combination with the holders of
common stock at any meeting of our stockholders for the election of directors or for any other purpose on
which the holders of common stock are entitled to vote. The Series E has no stated maturity and is not subject
to any sinking fund or any mandatory redemption,

Distributions declared on the Series E in 2006 were $1.33 per share or $0.3322 per quarter. The Series E
is not listed on any exchange. At December 31, 2006 and 2005, a total of 2,803,812 shares of the Series E
were outstanding.

UDR is authorized to issue up to 20,000,000 shares of our Series F Preferred Stock. The Series F
Preferred Stock may be purchased by holders of UDR’s operating partnership units, or OP Units, at a purchase
price of $0.0001 per share, OP Unitholders are entitled to subscribe for and purchase one share of UDR’s
Series F Preferred Stock for each OP Unit held. At December 31, 2006, a total of 666,293 shares of the
Series F Preferred Stock were outstanding at a vaiue of $66.63. As of December 31, 2005, we had not issued
any shares of our Series F Preferred Stock. Holders of the Series F Preferred Stock are entitled to one vote for
each share of the Series F Preferred Stock they hold, voting together with the holders of our common stock,
on each matter submiited to a vote of securityholders at a meeting of our stockhoiders. The Series F Preferred
Stock does not entitle its holders to any other rights, privileges or preferences,

Dividend Reinvestment and Stock Purchase Plan

UDR’s Dividend Reinvestment and Stock Purchase Plan (the “Stock Purchase Plan™) allows common and
preferred stockholders the opportunity to purchase, through the reinvestment of cash dividends, additional
shares of UDR’s common stock. As of December 31, 2006, 9,893,700 shares of common stock had been
issued under the Stock Purchase Plan. Shares in the amount of 15,106,300 were reserved for further issuance
under the Stock Purchase Plan as of December 31, 2006. During 2006, 44,691 shares were issued under the
Stock Purchase Plan for a total consideration of approximately $1.3 million.

Restricted Stock Awards

UDR’s 1999 Long-Term Incentive Plan (“LTIP”) authorizes the grant of restricted stock awards to
employees, officers, consultants, and directors of UDR, Compensation expense is recorded over the vesting
period and is based upon the value of the common stock on the date of issuance. For the years ended
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December 31, 2006, 2005 and 2004, we recognized $4.5 million, $3.2 million, and $2.7 million, respectively,
of compensation expense related to the amortization of restricted stock. As of December 31, 2006,
1,268,448 shares of restricted stock have been issued under the LTIP.

Sharcholder Rights Plan

UDR's First Amended and Restated Rights Agreement is intended to protect long-term interests of
stockholders in the event of an unsolicited, coercive or unfair attempt to take over UDR. The plan authorized a
dividend of one Preferred Share Purchase Right (the “Rights™) on each share of common stock outstanding.
Each Right, which is not currently exercisable, will entitle the holder to purchase 1/1000 of a share of a new
series of UDR’s preferred stock, designated as Series C Junior Participating Cumulative Preferred Stock, at a
price to be determined upon the occurrence of the event, and for which the holder must be paid $45 should
the takeover occur, Under the Plan, the Rights will be exercisable if a person or group acquires more than
15% of UDR’s common stock or announces a tender offer that would result in the ownership of 15% of
UDR’s common stock.,

7. FINANCIAL INSTRUMENTS

The following estimated fair values of financial instruments were determined by UDR using available
market information and appropriate valuation methodologies. Considerable judgment is necessary 10 interpret
market data and develop estimated fair values. Accordingly, the estimates presented herein are not necessarily
indicative of the amounts UDR would realize on the disposition of the financial instruments. The use of
different market assumptions or estimation methodologies may have a material effect on the estimated fair
value amounts. The carrying amounts and estimated fair value of UDR'’s financial instruments as of
December 31, 2006 and 2005, are summarized as follows (dollars in thousands):

2006 2005
Carrying Fair Carrying Fair
Amount Value Amount Value
Secured debt . . ... .. e $1,182.919 $1,178,078 $1,116,259  $1,123, 108
Unsecured debt .. ... .. .o 2,155,866 2,056,929 2,043,518 2,032,211

The following methods and assumptions were used by UDR in estimating fair values.

Cash equivalents

The carrying amount of cash equivalents approximates fair value.

Notes receivable

At December 31, 2006, UDR has a promissory note in the principal amount of $1.5 million that is due in
February 2016. The note was received in connection with our investment in the development of an online
leasing software and bears interest at 10.0%. In July 2006, UDR received a promissory note in the amount of
$4.0 million that became due in January 2007. This note was received in connection with a joint venture
project and bears interest at 6.8%. The carrying amount of these notes receivable approximate their fair value.

In July 2005, UDR received short-term notes in the principal amount of $124.7 million that bear interest
at 6.75% and had maturities ranging from September 2005 to July 2006. The notes were received in
conjunction with the sale of ten communities. As of December 31, 2006, ail of the notes receivable had
matured and had been repaid. We recognized previously deferred gains for financial reporting purposes of
$6.4 million during 2006.
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In June 2003, UDR received 4 promissory note in the principal amount of $5 million that is due October
2011. The note was received in connection with one of our acquisitions and bears interest of 9.0% that is
payable in annual installments. The carrying amount of this note receivable approximates its fair value.

Secured and unsecured debt

Estimated fair value is based on mortgage rates, tax-exempt bond rates, and corporate unsecured debt
rates believed to be available to UDR for the issuance of debt with similar terms and remaining lives. The
carrying amount of UDR’s variable rate secured debt approximates fair value as of December 31, 2006 and
2005. The carrying amounts of UDR’s borrowings under variable rate unsecured debt arrangements, short-term
revolving credit agreements, and lines of credit, approximate their fair values as of December 31, 2006 and
200s.

8. INCOME TAXES

The aggregate cost of our real estate assets for federal income tax purposes was approximately $5.3 billion
at December 31, 2006.

The following table reconciles UDR's net income to REIT taxable income for the three years ended
December 31, 2006 (dollars in thousands):

2006 2005 2004
Netincome ... . ... .. ... ... . ... ... . . ... . $128,605 $155,166 $ 97,152
Elimination of TRS income ............ ... .. .. .. . .. (6,955) (17,802) (1.120)
Minority interest .. ........ ... .. ... .. .. . ... . . (4.219) (1.828) (1.950)
Depreciation and amortization EXPENse . . .......... .. ... .. 66,754 56,274 46,916
Disposition of properties ...... ... ... ... .. ... .. 47.168 (74,323) (10,029)
Revenue recognition timing differences. . ... ..... ... ... .. (1,249) (87) {195)
Investment loss. not deductible fortax ........... ... .. .. — _ (593)
Capitalized interest. . ........ .. ... . ... .. . . .. .. .. 1,620 1,720 —
Compensation related differences .. ......... ... .. ... . . . (3,264) (2,174) (3,174
Other expense timing differences . ............. ... ... 173 (706) 2,102
Netoperating loss ........................ ... . (47,522) — —
REIT taxable income before dividends . ............ . . . $I18L,111  $116,240 $129,109
Dividend paid deduction. . .. ............ ... . . ... . .. . .. $181,111  $149,475  $153.409

For income tax purposes, distributions paid to common stockholders may consist of ordinary income,
capital gains, and non-taxable return of capital. or a combination thereof. Distributions that exceed our current
and accumulated carnings and profits constitute a return of capital rather than taxable income and reduce the
stockholder’s basis in their common shares, To the extent that a distribution exceeds both current and
accumulated earnings and profits and the stockholder’s basis in the common shares, it generally will be treated
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as a gain from the sale or exchange of that stockholder’s common shares. For the three years ended

December 31, 2006, distributions paid per common share were taxable as follows:
2006 2005 2004

Ordinary INCOME. . . . . v ottt it et e $0.48 $0.63 30.76
Long-term capital gain . .. ... ... .. 0.46 0.22 0.20
Unrecaptured section 1250 gain .. ... ... ... o i 0.30 0.13 0.08
Return of capital. . . . .. ... ... . — 0.21 0.12

$1.24 31.19 3LIe6

We have 1axable REIT subsidiaries that are subject to state and federal income taxes. Income tax expense
consists of the following for the three years ended December 31, 2006, and is included in gains on the sales
(dollars in thousands):

2006 2005 2004

Income tax expense/(benefit)
CUITERL v e e e e e e e e e e e e e e e e e e e e $5,533  $11,090  $867
Deferred . ... e e e e (680) 313 —
Total income tax EXPENSe . . .« oo vvve v e ii i $4,853 $11.403  $867

Income tax expense differed from the amounts computed by applying the U.S. federal income tax rate of
35% to pretax income for the three years ended December 31, 2006, as foltows (doflars in thousands):

2006 2005 2004

Income tax expense/(bencfit)
Computed tax EXPENSE . oo\ vt v e et i i $4,134  $10,193  $675
Permanent book/tax difference . ... .. ... .. i (99) — —
State income tax (net of federal benefit) and other. . .. ........... 318 1,210 192
Total iNCOME taX EXPENSE . o -« o v v et eena oo ean s $4,853  $11,403  $867

Deferred income taxes reflect the estimated net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the corresponding amounts for income
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tax purposes. Qur taxable REIT subsidiary's deferred tax assets and liabilities are as follows for the three years
ended December 31, 2006 (dollars in thousands}:

2006 2005 2004

Deferred tax assets:

Depreciation. . ......... ... ... $550 $ — s—
Capitalized interest. .. ................ ... ... .. .. ... .. .. . 159 — —
Pre-paidrent........ .. ... ... . ... .. .. .. . .. 84 19 -—
Warranty expense .. ............... .. . 11 - -
Total deferred tax assets ........................ .. .. .. . 804 19 —
Deferred tax liabilities:

Depreciation. . ........ ... .. . —_ (n _
Interest. . ... 437y (315 —
Total deferred tax liabilities. . .................. ... ... . . 437  (332) e

Net deferred tax assev/(liability) . . ............... . ... .. . . . $367  $313) $-—

9. EMPLOYEE BENEFIT PLANS
Profit Sharing Pilan .

Our Profit Sharing Plan (the “Plan™) is a defined contribution plan covering all eligible full-time
employees. Under the Plan, UDR makes discretionary profit sharing and matching contributions to the Plan as
determined by the Compensation Committee of the Board of Directors. Aggregate provisions for contributions,
both matching and discretionary, which are included in UDR'’s Consolidated Statements of Operations for the
three years ended December 31, 2006, 2005, and 2004 were $0.7 million, $0.6 million, and $0.6 million,
respectively.

Stock Option Plan

In May 2001, the stockholders of UDR approved the 1999 Long-Term Incentive Plan (the “LTIP"), which
supersedes the 1985 Stock Option Plan. With the approval of the LTIP, no additional grants will be made
under the 1985 Stock Option Plan. The LTIP authorizes the granting of awards which may take the form of
options to purchase shares of common stock, stock appreciation rights, restricted stock, dividend equivalents,
other stock-based awards, and any other right or interest relating to common stock or cash. The Board of
Directors reserved 4 million shares for issuance upon the grant or exercise of awards under the LTIP. The
LTIP generally provides, among other things, that options are granted at exercise prices not fower than the
market value of the shares on the date of grant and that options granted must be exercised within ten years.
The maximum number of shares of stock that may be issued subject to incentive stock options is 4 million
shares. Shares under options that expire or are cancelable are available for subsequent grant.

UDR adopted the fair-value-based method of accounting for share-based payments effective January 1,
2004, using the prospective method described in FASB Statement No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure.”” UDR adopted Statement 123(R) on January 1, 2006, and has
continued to use the Black-Scholes-Merton formula to estimate the value of stock options granted to
employees, which have not been granted since 2002. Staterent 123(R) must be applied not only to new
awards but to previously granted awards that are not fully vested on the effective date (as of January 1, 2006,
there were no unvested stock options). UDR adopted Statement 123 using the modified prospective transition
method (which applied only to awards granted, modified or settled after the adoption date). The adoption of
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the provisions of Statement 123(R) did not have a material impact on our financial position, results of
operations, or cash flows.

A summary of UDR’s stock option activity during the three years ended December 31, 2006, is provided
in the following table:

Number Weighted Average Range of
Outstanding Exercise Price Exercise Prices
Balance, December 31,2003 .. ... ... ... ...... 2,536,187 $11.88 $ 9.63 — %1538
Granted . . ... ... . e e — _ —
Exercised. . ..o oot i e e (562,064) 11.90 9.63 — 15.25
Forfeited ... ...... .. __(13,500) 12,02 1088 — 1396
Balance, December 31,2004 . ... ............. 1,960,623 11.88 9.63 — 15.38
Granted . . .. ..ot e s e — — —_
Exercised, . .o ie i e (298,566) 12.02 9.88 — 14.63
Forfeited . . ... .0t i et e iiaae s (19,834) 13.80 9.8 — 15.25
Balance, December 31,2005 ................. 1,642,223 11.84 9.63 — 15.38
Granted . . ...t e e — — —
Exercised, . . .o v v v e e (315,333 13.52 9.63 — 15.38
Forfeited .. ..., .. i i (27,500) 11.47 9.63 — 14.63
Balance, December 31, 2006. . ... ............ 1,299,390 11.44 963 — 15.38
Exercisable at December 31,2004 . .. ... ....... 1,938,343 $11.84 $ 9.63 — %1538
D005 L o e e 1,635,666 11.82 9.63 — 15.38
2006 . ... e 1,299,390 11.44 9.63 —_ 15.38

The weighted average remaining contractual life on all options outstanding is 3.7 years. 578,110 of share
options had exercise prices between $9.63 and $10.88, 527,296 of share options had exercise prices between
$11.15 and $12.23, and 193,984 of share options had exercise prices between $13.94 and $15.38.

As of December 31, 2006 and 2005, stock-based awards for 2,286,091 and 2,583 586 shares of common
stock, respectively, were available for future grants under the 1999 LTIP’s existing authorization.
10. COMMITMENTS AND CONTINGENCIES
Commitments
Real Estate Under Development

UDR is committed to completing its wholly owned real estate currently under development, which has an
estimated cost to complete of $52.6 million as of December 31, 2006.

UDR is committed to completing its development joint venture projects, which have an estimated cost to
complete of $235.5 million at December 31, 2006.

UDR has entered into three contracts to purchase apariment communities upon their development
completion, Provided that the developer meets certain conditions, UDR will purchase these communities for
approximately $105.0 million.
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Land and Other Leases

UDR is party 1o several ground leases relating to operating communities. In addition, UDR is party to
virious other operaling leases related to the operation of its regional offices and equipment. Future minimum
lease payments for non-cancelable land and other leases as of December 31, 2006 are as follows {dollars in
thousands):

Ground Operating

Leases Leases
007 .o $ 1151 $1.619
W08 ..o 1,151 1,573
2009 . 1,154 1,582
W00 ..o 1.154 1,065
00 1,154 308
Thereafter ... 20,97 —

$26.735 36,147

UDR incurred $2.8 million, $2.4 million and $1.9 million of rent expense for the years ended
December 31, 2006, 2005, and 2004.

Contingencies
Series C Out-Performance Program

In May 2005, the stockholders of UDR approved a new Out-Performance Program and the first series of
new QOut-Performance Partnership Shares under the program are the Series C Qut-Performance Units (the
“Series C Program™) pursuant to which certain executive officers and other key employees of UDR (the
“Series C Participants™) were given the opportunity to purchase interests in UDR Out-Performance I, LLC, a
Delaware limited liability company (the “Series C LLC™), the only asset of which is a special class of
partnership units of the Operating Partnership (“Series C Out-Performance Partnership Shares™ or “Series C
OPPSs™) . The purchase price for the Series C OPPSs was determined by the Compensation Committee of
UDR’s board of directors to be $750,000, assuming 100% participation, and was based upon the advice of an
independent valuation expert. UDR’s performance for the Series C Program will be measured over the
36-month period from June 1. 2005 1o May 30, 2008.

The Series C Program is designed 1o provide participants with the possibility of substantial returns on
their investment if the cumulative total return on UDR’s common stock, as measured by the cumulative
amount of dividends paid plus share price appreciation during the measurement period is at least the equivalent
of a 36% total return. or 12% annualized (“"Minimum Return™).

At the conclusion of the measurement period, if UDR's cumulative total return satisfies these criteria, the
Series C LLC as holder of the Series C OPPSs will receive (for the indirect benefit of the Series C Participants
as holders of interests in the Series C LLC) distributions and allocations of income and loss from the
Operating Partnership equal to the distributions and allocations that would be received on the number of
OP Units obtained by:

i. determining the amount by which the cumulative totul return of UDR’s common stock over the
measurement period exceeds the Minimum Return (such excess being the “Excess Return™);

ti. multiplying 2% of the Excess Return by UDR'’s market capitalization {defined as the average
number of shares outstanding over the 36-month period, including common stock, common stock
equivalents and OP Units); and
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iii. dividing the number obtained in clause (ii} by the market value of one share of UDR’s common
stock on the valuation date, computed as the volume-weighted average price per day of common stock for
the 20 trading days immediately preceding the valuation date.

For the Series C OPPSs, the number determined pursuant to (ii) above is capped at 1% of market
capitalization.

If, on the valuation date, the cumulative total return of UDR’s common stock does not meet the Minimum
Return, then the Series C Participants will forfeit their entire initial investment.

Based on the results through December 31, 2006, 313,145 Series C OPPSs would have been issued had
the Program terminated on that date, However, since the ultimate determination of Series C OPPSs to be
issued will not occur until May 30, 2008, and the number of Series C OPPSs is determinable only upon future
events, the financial statements do not reflect any impact for these events. Accordingly, the contingently
issuable Series C OPPSs will only be included in basic earnings per share after the measurement period has
ended and the applicable hurdle has been met. Furthermore, the Series C QPPSs will only be included in
commeon stock and common stock equivalents in the calculation of diluted earnings per share after the
measurement period has ended and the hurdle has been met at the end of the reporting period (if any),
assuming the measurement period ended at the end of the reporting period.

Series D Out-Performance Program

In February 2006, the board of directors of UDR approved the Series D Ous-Performance Program (the
“Series D Program™) pursuant to which certain executive officers and other key employees of UDR (the
“Series D Participants™) were given the opportunity to purchase interests in UDR Qut-Performance 1V, LLC, a
Delaware limited liability company (the “Series D LLC™), the only asset of which is a special class of
partnership units of the Operating Partnership (“Series D Out-Performance Partnership Shares™ or “Series D
OPPSs”) . The Series D Program is part of the New Out-Performance Program approved by UDR’s
stockholders in May 2005. The Series D LLC has agreed to sell 830,000 membership units to members of
UDR’s senior management at a price of $1.00 per unit. The aggregate purchase price of $830,000 for the
Series D OPPSs, assuming 100% participation, is based upon the advice of an independent valuation expert.
The Series D Program will measure the cumulative total return on our common stock over the 36-month
period beginning January 1, 2006 and ending December 31, 2008.

The Series D Program is designed to provide participants with the possibility of substantial returns on
their investment if the cumulative total return on UDR’s common stock, as measured by the cumulative
amount of dividends paid plus share price appreciation during the measurement period is at least the equivalent
of a 36% total return, or 12% annualized (“Minimum Return”}.

At the conclusion of the measurement period, if UDR’s cumulative total return satisfies these criteria, the
Series D LLC as holder of the Series D OPPSs will receive (for the indirect benefit of the Series D
Participants as holders of interests in the Series D LLC) distributions and allocations of income and loss from
the Operating Partnership equal to the distributions and allocations that would be received on the number of
OP Units obtained by:

i. determining the amount by which the cumulative total return of UDR’s common stock over the
measurement period exceeds the Minimum Return (such excess being the “Excess Return™);

ii. multiplying 2% of the Excess Return by UDR’s market capitalization {defined as the average
number of shares outstanding over the 36-month period, including common stock, OP Units, common
stock equivalents and OP Units); and
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iii. dividing the number obtained in (ii) by the market value of one share of UDR’s common .stock
on the valuation date, computed as the volume-weighted average price per day of the common stock for
the 20 trading days immediately preceding the valuation date.

For the Series D OPPSs, the number determined pursuant to clause (ii) above is capped at 1% of market
capitalization.

If, on the valuation date, the cumulative total return of UDR'’s common stock does not meet the Minimum
Return, then the Series D Participants will forfeit their entire initial investment.

Based on the results through December 31, 2006, 75,869 Series D OPPSs would have been issued had the
Program terminated on that date, However, since the ultimate determination of Series D OPPSs to be issued
will not oceur until December 31, 2008, and the number of Series D OPPSs is determinable only upon future
events, the financial statements do not reflect any impact for these events. Accordingly, the contingently
issuable Series D OPPSs will only be included in basic earnings per share after the measurement period has
ended and the applicable hurdle has been met, Furthermore, the Series D OPPSs will only be inctuded in
common stock and common stock equivalents in the calculation of diluted earnings per share after the
measurement period has ended and the hurdle has been met at the end of the reporting period (if any),
assuming the measurement period ended at the end of the reporting period.

Litigation and Legal Matters

UDR is subject to various legal proceedings and claims arising in the ordinary course of business. UDR
cannot determine the ultimate liability with respect to such legal proceedings and claims at this time. UDR
believes that such liability, to the extent not provided for through insurance or otherwise, will not have a
material adverse effect on our financial condition, results of operations or cash flow,

11. INDUSTRY SEGMENTS

UDR owns and operates muitifamily apartment communities throughout the United States that generate
rental and other property related income through the leasing of apartment homes to a diverse base of tenants.
UDR separately evaluates the performance of each of its apartment communities. However, because each of
the apartment communities has similar economic characteristics, facilities, services, and tenants, the apartment
communities have been aggregated into a single apartment communities segment. All segment disclosure is
included in or can be derived from UDR’s consolidated financial statements.

There are no tenants that contributed 10% or more of UDR’s total revenues during 2006, 2005, or 2004.
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12. UNAUDITED SUMMARIZED CONSOLI!)ATED QUARTERLY FINANCIAL DATA

Summarized consolidated quarterly financial data for the year ended December 31, 2006, with restated
amounts that reflect discontinued operations as of December 31, 2006, is as follows (dollars in thousands,
except per share amounts}.

Three Months Ended

Previously Previously Previously
Reported  Restated Reported  Restated Reported Restated
March 31 March 31 June 30 June 30 September 30 September 30 December 31
Rental income(al. .. . .- v oo i $176,810 $166432 $174257 $169.955 $177.634 $177,329 $180,757
Loss before minority interests and
discontinued DpErations . .. . .. e e e (3.804)  (7,193) (4,449)  (6,120) (7,281) (7,434) (9,279
Gain on sale of land and depreciable
ey 214 AU 15,347 15347 33482 33482 65,669 65,669 34,116
Income from discontinued operations, net of
MInority iNterests . . .. ... 15,359 18,550 36,163 37,748 65,893 66,060 33,654
Net income available to common
stockholders . ... ..o oev v 8,165 8,165 28,342 28,342 55,510 55,510 21,218
Eamings per common share:
BasiC. o vttt e s $ 006 % 006 % 0218 021 $ 042 § 042 % 0.6
Diluted . ..o 0.06 0.06 0.21 0.21 0.42 0.42 0.16

(a) Represents rental income from continuing operations.

Summarized consolidated quarterly financial data for the year ended December 31, 2005, with restated
amounts that reflect discontinued operations as of December 31, 2006. is as follows (dollars in thousands,
except per share amounts):

Three Months Ended

Previously Previously Previously Previously
Reported  Restated Reported  Restated Reported Restated Reported Restated
March 31  March 31 June 30 June 30 September 30 September 30 December 31  December 31
Rental income(a) . .. ... .- . $148,575 $148,552 $153,507 $153.466 $157.715 $157.683 $162,234  $162,203
Income/{loss) before minority
interests and discontinued
Operations . . ... ... 1,490 1,427 436 322 (1,363) (1.435) 1.447 (395)
Gain on sale of depreciable
Property . ... .ooo e e 7,023 7.023 46,781 46,781 12,851 12.851 73,069 73.069
Income from discontinued
operations, net of minority
T S =l & R 13,365 13,424 51.850 51,957 16,154 16,224 71,100 72,832
Net income available to
common stockholders . ... .. 11,099 11,099 48,599 48,599 11,292 11,292 68,806 68,806
Eamnings per common share:
BasiC. . ... oo $ 008 $ 008 % 036 % 036 $ 0.08 $ 0.08 $ 051 5 0.5
Diluted . ... ... .- 0.08 0.08 0.36 0.36 0.08 0.08 0.51 0.51

(a) Represents rental income from continuing operations.
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WESTERN REGION

Harbor al Mesa Verde . . . .
Pine Brook Village . . , . . .
Pacific Shores . ., .. ...
Huntington Vista . . . . . .,
Pacific Palms . ., .. . ...

VistaDel Rey, ... ... ..
Foxborough. , . . ... ., .
Coronado South . .. .. ..

ORANGE COUNTY, CA, . .

2000 Post Street . .., ...
BirchCreck. . .. .., . ..
Highlands of Marin . . ., . .
Marina Playa . .. .., .,
Crossroads Apartments. |, | .
River Terrace . . ... .. ..

Bay Termuce. . .., ... ..
Mill Creek ... ... .., .

Presidio a1 Rancho Del Oro . |
Villas at Carlsbad , . . | . .
Summit a1 Mission Bay . . . .
Rancho Vallecitos . ., . . . .
Milagzo. .. .., .. . ...
SANDIEGO, CA . ... ..

Verano at Town Square . . . .

Windemere at Sycamore

Highland . . .. ., .. ..
Waterstone at Murricta . . . .
INLAND EMPIRE, CA. . . .

UNITED DOMINION REALTY TRUST

SCHEDULE Il — REAL ESTATE OWNED
FOR THE YEAR ENDED DECEMBER 31, 2006

- tmprvicmns v G108 Amoni
Initial Costs Total Suhsequent Period
Land and Ruildingy Initial 10 Acquisition Land and Buildings Tota]
Land und Acquisition (Net of Lund and Carrying Accumulated Date of Date
Encumbrances Improvements Improvements Cuosts Disposals)  Improvements Improvements  Value(A) Depreciation(B)  Construction Acquired
5 —~ 5 20476466 § 28537805 § 49013271 8 7898037 § 20491875 $ 3641843 5 356912308 § 1.521,4%0 1965 06712103
18,270,000 2581.763 25,504.086 28,085,839 3840,197 381271 28,113,269 31926046 5,694,666 1979 06/12403
19,145,000 7345225 22.623,676 29,968,902 5,761,978 17018 28,385,862 35,732,880 5.581.412 1971 B6/12/03
— 8.055,452 22,485.746 30,541,198 3,736,930 B.O7T3.730 26,204,398 34,278,128 5.299.661 1970 06/1203
— 12.285.059 6,236,783 18,521,843 1,059,650 12,364.081 1217412 19,581,393 1,668.641 1962 07731403
— 229270 14,128,763 14,358,033 492,828 10,618,842 4,232,020 14,850,861 ¥37.406 1969 12/16/03
54532170 62.515.901 46,082,056 108,597,957 6,900,069 62,543,888 52954139 115498026 6,936,335 1968 1072804
- 61,535,270 18,017,201 79.552471 1,964,805 61,553,308 19,963,968 81,517,276 2948686 1972 09/30/04
- 70.825,106 2179500 95,004,706 2739272 70,837.402 26.906.575 G7.743.977 319872 1972 10/28/04
- 10,670,493 70719834 17,730,327 694,513 10,673.012 1771827 18,444,840 1,102,112 1969 09/30/04
— 12,070,601 6,186,721 18,257,312 987,236 12,083,292 1,161,266 19,244,558 1023741 1969 09130104
- 58,784,785 50,066,757 108.851,542 3041813 58,806,208 53,187,147 112,993,355 5,706,733 1970 03/31/05
22,307,984 29,562,468 14,283.292 43,845,760 2,890,338 29,597,246 17.138,852 46,736,098 232214 1970 1072804
114,255,154 356,937,860 285,412,320 642,350,130 42,109,666 368804677 315,655,169 684,459,846 50.352,889
— 9.860.627 44577506 54.438,113 2.854,200 14,040,340 47.251.993 57,292,333 10,241,644 1687 12407198
7539,128 4,365.315 16,693,509 21,060,824 3,786,621 4712807 20,134,698 24,847 245 6,042,586 1968 12107198
— 5,995,838 24,868,350 30,864,188 2.604,763 6,163,618 27.303.332 33468951 6,873,751 1991 12/07/98
12,105,719 6,234,383 23.916,283 30,140,666 4,504,014 6.5019.30¢ 28.125.371 34,644,680 8,492,079 1671 12/07/98
— 4811488 10,169,520 14,981,008 1,174,160 4872226 11,282,04| 16,155,167 1,680,557 1986 07728104
— 22.161.247 40.137,141 62,208,188 504,613 22,162,242 40,640,759 62,803,001 3442358 2005 G8/01/05
- 14,031,365 30,536,982 44,568,346 938,761 14,031,365 L4574 45.507,108 2,005,839 1972 11129/05
— 8.544,559 14,457,992 23,002,551 419,043 8544559 14,877,035 23,421,594 1,082,437 1962 10/07/05
— 48,202,012 41,608,035 £9.810.047 121,547 19,115,110 71,415,884 90.531,594 2,206,209 2006 B6/21/06
— 21,143,510 34311947 56,055,252 632,385 11983437 704,199 56,687,636 1,382.273 2005 06/21/06
19,644,837 145940343 251,270.059 421219403 18,140,106 108,145,613 337213896 445,359,509 43.449,793
59,634,693 21.953,480 67,808,654 89,762,134 4477221 21,956,364 72.282.990 94,239,354 9.548,287 1989 09/30/04
- BA14.478 17,449,593 25,864,072 687,590 8,422,028 18,129,634 26,551,661 2.460,100 1970 09730404
13,055,042 3.180,619 16.735,364 24915983 905412 8,181,107 17,640,288 25,821,395 2312119 1981 10/28/04
8.305,341 4,498,439 11,699,117 16,197,556 356,713 449,424 12054845 16,354,268 1.595.089 1981 10728704
9,726.936 3,134,982 12,788,885 17,923,867 471,275 5,134,982 13,266,160 18,401,142 1.705.851 1965 107284
- 580523 6.305,030 12,110,264 3.609,014 5,805,499 9,913,717 15.719.278 3,609,273 1987 08/28/06
90,722,051 53987232 132,786,643 186,773.875 10,513,224 53,999,403 143,287,696 197,287,099 21,290,719
13,325,000 9,163,939 22,694,492 31.858.431 2,502,405 9,303,196 25,057,640 34,360,830 3.891.997 1987 06/25/04
9,284,568 6.516.636 10.717.601 17234237 671,327 6.558.856 11.346.708 17,905,564 1,464,906 1966 10/28/04
—_ 22,598,529 i7.181,401 39,779,930 1,782 975 22.598,529 18964377 41,562,905 2622,182 1953 HA1/04
16.566,301 3302967 10,877,286 14,180,253 2601972 3.529.902 13.252,324 16,782,225 6,058,377 1988 10/13/99
- 15920401 35577599 51,498.000 768,629 15920401 36,346,228 52,266,629 1,396,695 1986 05/04/06
39175869 57502471 97,048,379 154,550,850 8327310 57510883 104,967,277 162,878,160 15434,159
- 13,557,235 3645406 17,202,641 30.769,275 22844,185 45,127,731 67.971,916 3,155,283 2006 10018102
13,394,266 3.809,4%0 23450,119 29,259,609 581,529 3,821,751 24019386 29.841.138 6.011,635 2001 11721402
—_ 140,597 %63 34702760 43,300,625 2426382 10.633,794 37,093,208 47,727,007 4956.576 1990 1170264
13394.266 29,964,590 61,798,285 91,762,875 53,777,185 39299735 106240324 145,540,060 14,123,494
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Cost of
o '“(‘31;';}::““;5“ Which Cacried ot Close of
[nitial Costs Total Subsequent Perind
Land and Buildings Initial to Acquisition  Land and Buildings Total
Land and Acquisition (Net of Land and Carrying Accumulated Date of Date
Property Encumbrances Improvemenls lmprovements Costs Disposals)  Improvements lmprovements Value(A}  Depreciation(B) Construction Acquired

Boronda Mamor. . . ... ... — 1,946,423 8981,742 10,928,165 7,140,580 3,034.759 15033985 18,068,745 3479,046 1979 1210798
Garden Court . . .. . ... .. - 888.038 4,187,950 5.075.988 3.572.19¢ 1422217 7,226,571 8048787 1719858 1973 12/07/98
Cambridge Court. . . ... .. — 3,038,877 12,883,312 15.922,189 11,217,829 4,765,177 22,374,842 27,140,018 5,341,081 1974 120798
Lauret Teee . . .. .. .. ... - 1,303,902 5,115,336 6,419,258 4,522,311 2,003,855 8937714 10,941,569 2,120,975 1977 12/07/98
The Pointe at Harden Ranch. . - 6,388,446 231,853,534 30,241,980 20,572,446 9,551,463 41,262,963 50,814,420 9,068,255 1986 12/07/98
The Pointe at Northridge. . . . — 2043736 8028443 10,072,179 7,490,799 3,122,621 14,440,357 17,562,978 3,244,458 1979 12/07/98
The Pointe at Westlake. . . . . — 1,329,064 5,334,004 6,663,068 4,293,083 2,030,141 8,926,009 10,956,151 2,090,268 1975 12107198
MONTEREY PENINSULA,

CA.... ........ .. — 16,938,486 68,384,341 85,322,827 58,809,846 25930,232 118,202441 144,132,673 27,063,93%
Arbor Terrace. . . ... .. .. 13,813,876 1453342 11,994972 13,448 314 1,711,634 1,630,050 13,529,898 15,159,948 4,539,824 1996 03/27/98
Aspen Creek . ... ... . .. - 1177714 9,115,789 10,293,503 036,344 1,350,100 9.899,748 11,249 847 2,845,033 1996 12707198
Crowne Pointe . . .. ... .. 10,142,815 2,486,252 6.437,256 8923508 2.570,6%6 2,611,640 8,882,564 11,494,204 2914212 1987 L2/07/98
Hillop . ... ......... 7.438,7C0 2173969 7407628 9,581,597 1,612,026 2,358,563 8,835,061 11,193,623 2,665,205 1985 12/071938
The Hawthome . . . . . . ... 26,825,450 6473970 30,226,079 36,700,049 645,782 6,475,086 30,570,745 37,345,831 2,709,656 003 07121103
The Kennedy Building . . . . . - 6,178,440 22,306,568 28,485,108 (53.953) 6.183,441 22241614 28,431,055 1,485,189 2008 11£10/05
SEATTLE, WA . ... .. .. 58,620,881 19,943,687 §7,488,292 107,431,979 7442,529 20,608,880 94,265,628 114,874,508 17,159,11%
Lancaster Commons . . . . . . 10,009,532 2,485,291 7451165 9.936,436 967021 2,585,754 8.347.7122 10933477 2.681.293 1992 1207198
Tualatin Heights . . . . .. .. ) 10,566,509 3,272,585 G.134.089 12,406,674 2,301,184 347391 11,233,867 14,707 858 3477800 1989 120798
Evergreen Park , .. .. . ... - 3,878,138 9.973,081 13,851,189 2,162,074 4,151,437 11,861,826 16,013,263 3,848,761 1988 03/27/98
Andover Pack. ... ... ... — 2.916,576 16,994,580 19,911,155 2,369,072 2952315 19,328,812 22,281,127 2,623,760 1989 (9/30/04
Hunt Club, . .. .. ... ... — 6,014,006 14.870,326 20,684,332 1,450,712 6,049,453 16,285,591 22,335,045 2,280,505 1985 09/30/04
PORTLAND,CR . . . .. .. 20,576,041 18,566,596 58,423,211 76,489,807 9,280,963 19,212,951 67,057,819 86,270,770 14,912,118
Foothills Tennis Village . . . . 12,745,224 3,611,507 14,542,028 18,159,535 4,394,929 3,808,718 18,745,746 22,554 464 5,525,120 1988 1200198
Woedlake Village .. ... .. 33,091,932 6,772,438 26,966,750 33,739,188 8,269,271 7.299.491 34,708 967 42,008.459 10479355 1979 12§07/98
SACRAMENTO, CA . . . .. 45,837,156 10,389,945 41,508,778 51,898,723 12,664,199 11,108,109 53,454,113 04,562,912 16,004,475
TOTAL WESTERN

REGION ... ....... 402226256 710,171,211 1,114,129,307 1,824,300,518 221,065,029 705,020,584 1,340,344,964 2,045365,547 219,790,705

MID-ATLANTIC REGION

Dominion Middle Ridge . . . . 17,769.407 3,311,468 13,283,047 16,594,515 4.424 806 3,545,478 17,473,843 21,019,321 6,624,372 1990 06/25/96
Dogninion Lake Ridge . . . . . 12,921 808 2,366,061 8,386,439 19,752,500 3,795,102 2621422 11,926,180 14,347,602 4,665,266 1987 022396
Presidential Greens. . . . . . . — 11,237,698 18,789,985 30,027,683 4,990,579 11,392,551 23,625,710 35,018,262 6.412.457 1938 051502
TaylorPlacc ., .. ...... — 6,417,889 13,411,278 19,829,167 5,315,499 6,604,751 18,539.915 25,144,665 5440727 1962 04/17/02
Ridgewood . .., ... .. .. - 5,612,147 20085474 25697621 4,500,980 5,716,396 24,482,205 30,198,601 6,627,006 1988 08/26/02
The Calvert. . .. ... .... — 262807 11,188,623 11.451.430) 3.566,136 2349837 12,667,728 15,017,566 2,673,577 1962 11/26/03
Commons at Town Sguare . . . — 135,780 7,723,647 7839427 064,623 6,865,580 1,638,470 8,524,050 381,593 1971 12/03/03
Walerside Towers. . . ... . . — 873,713 38,200.345 39,083,05¢ 4.069,116 26,079,836 17072338 43,152,174 3,493,706 1971 12/03/03
Waterside Townbomes . . . . . — 129,000 3.723.896 3,852,806 344,481 2,724,788 1,472,589 4,197,377 286,986 1971 12/03/03
Wellington Place at Olde

Tewn. ... ......... — 13,753,346 36,059.193 49,812,539 2,638,247 13,757,766 38,693,020 32,450,780 3,057,445 1987 09113105
METROPOLITAN DC . . . . 30,691,215 44099910 170,860,927 214,960,836 34,309,568 §1,658405 167,612,000 249,270,405 39,663,175
Dominion on Spring Forest . . - 1,257,500 8,586,255 5,843,735 6,279,928 1900016 14,223,667 16,123,683 8.837,637 1978/81 0321
Remington on the Green . . . . - 500,000 4321872 4,821,872 6,887,089 1,097,199 10,611.762 11,708,961 4,351,996 1987 0912791
Deminion on Lake Lyon . . . . 12,134,000 3,622,103 12,405,020 16,027,123 6,760,428 4,455,193 18,331,758 22,787,551 8,621,100 1986 12101192
Dominion Courtney Place . . . — 1.114,600 5,119,259 6,233,859 3,146,862 1,542,802 9.837.919 11,380,721 5,500,214 1979781 07/08/93
Dominion Walnut Ridge . . . . 9,589,520 1,791,215 11,968,852 13,760,167 3050410 2,335,362 164714915 18,810.477 7.511,249 1982/84 03/04/94
Dominion Walnut Creek . . . . 15,153,866 3,170,290 21,717.407 24,887,697 7,554,123 3834317 28,608,102 32,442,420 13,042,915 1985/806 05/17/94
Dominion Ramsgate . . . . . . — 907,605 6.819,154 7726759 2,380,160 1,091,589 9.021,330 10,112,919 3,612,372 1988 08/15/96
Copper Mill. . ... ...... — 1,548,280 16,066,720 17,615,000 2,628,922 1,697.913 18,246,010 20,243922 6,245,825 1997 123196
Trinity Park. . ... ..., .. 12,258 453 4,579,648 17,875,712 22 155,360 3575763 4,736,740 20,994,383 23,131,123 7,172,677 1987 02/28/97
Mcadows at Kildaice . . .. . . 18,923,619 2,846,027 20,768.425 23,614,452 2,644,303 6,951,720 19,307,035 26,258,753 8,369,917 2000 05/25/00
Oaks at Weston. . . . ... .. — 9,943,644 23,305,862 33,249.506 1,096,793 19,230,376 24115923 34,346,299 7,233,394 2001 06/28/02
RALEIGH,NC .. ...... 68,159,458 31,280,912 148,654,538 179935450 50,011,382 40,174,028 189,772,804 229,946,832 80,499,294
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Gatewater Landing . . . . ., ,
Dominion Kings Place . . . , .
Dominion at Eden Brook . , |
Dominion Great Qaks
Dorminion Constant

Friendskip
Lakeside Mill. . .. ... ...

Liriope
BALTIMORE, MD . . ., . .
Dominion Olde West. . . . . .

Dominion Laurel Springs . . .
Dominion English Hills .

Dominion Gayton Crossing |, .
Dominion West End . . . , , .
Courthouse Green
Waterside at Ironbridge . . . .

Carriage Homes at
Wyndham

Legacy at Mayland . . . ., .,
RICHMOND, VA . . ., |

Cape Harbor
Mill Creek
The Creek

Dominion Harris Pond . , | . .
Dorinion Mallard Creek . . .
Dominion at Sharon
Providence Court, . . ., . . |
Deminion Crossing. . . ., . |
Dominioa Norcroft . . . ., . .

Woodscape . ... .., . ...

Dominton Waterside at
Lynohaven . . .. .., ...

Heather Lake . . .. .., ...
Dominion Yorkshire Downs .
NORFOLK, VA . .. ... ..

UNITED DOMINION REALTY TRUST
SCHEDULE IIl — REAL ESTATE OWNED — (Continued)

Cost of
atial Cots . ":C'g;:;il‘ﬂm“ wméli?fﬁﬁ At Chase of
Land and Bulldings Initial 10 Acquisition  Land and Buildings ‘Total
Land and Acquisition (Net of Land and Carrying Accumulated Date of Date
es Impr Improvements Costs Disposals) Improvements Improvements  Value(A) Depreclation(B)  Construction Actuired
- 2,078,422 6,084,526 8,162,948 5,503,663 2,365,699 11,300,912 13,666,611 5,135,261 1970 12/16/52
- 1,564,942 7,006,574 8.571.516 2,495,532 1,675,898 9,391,151 11,067,048 442,446 1983 1212992
—_ 2,361,167 9,384,171 11,745,338 4,125433 2,860,319 13,010,452 15,870,771 6,087,016 1984 12429/92
13,285,808 2919481 9,099,691 12,019,172 6,347,260 4,378,480 13,987,952 18,366,432 1.207,697 1974 07/01/84
- 903,122 4,668,956 5572,078 1,952,758 1,089,062 6435774 7.524.830 2,752,593 1990 05/04/95
— 2,665,869 10,109,175 12,775, a4 1,957,319 2,717,825 12,014,533 14,732,363 5,455,022 1989 1210199
— 4,144.924 17,149,514 21,294,440 2619873 4,422 508 19,491 805 23914313 4.967,216 1590 112202
— 4,408,192 24,692,115 29,100,307 2428939 4,460,681 27,068,565 31,529,246 4574.291 1988 03730404
— 4,653,393 23,951,828 28,605,201 2,495,009 4,705,817 26,304,413 31,100,230 4,548,383 1992 0330404
— 1,520,382 6,790,681 8,411,063 241,462 1,623,363 7,029,162 8,652,523 1,201,701 1997 03/30/04
13,285,808 27319896 118937230 146,257,126 30,167,247 30,299,651 146,124,723 176 424,374 46,276,827
- 1,965,087 12,203,965 14,169,062 6,727,029 2,511,753 18,384,138 20,896,091 10,389,533 1978/82/84/85/87 12/31/84 & 08/27/9]
— — — — 4.413,974 115,152 4,298,822 4,413,974 1,444,380 1684 08/27/81
— 464,480 3,119,716 3,584,196 4,231,864 806,530 7,009,530 1,816,060 3435,508 1972 09/06/91
— 1,979,114 11,524,313 13.503 487 8223926 2,873,091 18,854,322 21,727,413 11,134,039 1969/76 12/06/91
10,063,000 825,760 5,147,968 5973728 8,330,375 1,469,022 12,855,080 14,324,103 8,185,363 1673 0972855
16,896,683 2,059,252 15,049,088 17,108,340 6,878,137 2,899,915 21,086,563 23.986,477 8,870,454 1989 12/28/95
1.865,616 732,050 4,702,353 5.434,403 4,549,374 1,208,329 8775448 9,983,777 5,620,383 197478 12/31/84
11,297,000 1,843,819 13,238,590 15,082,409 3,047,486 2,087,051 16,042,844 18,129,895 5,208,493 1987 09730067
— 473,695 30,996,523 31476,220 1,684,853 3,662,747 29492 326 33,155.0m3 5.539.480 1998 11/25/03
15,409,295 — — — 20.263,426 1,496,14¢ 18,767,277 20,263,426 1.704,133
61,531,594 10343.327 95,982,518 106,325,845 68,370,445 19,129,740 155,566,550 174,696,290 62,531,772
— 1,891,671 18,113,109 20,004,780 3,359,257 2,341,503 21,022,534 23,364,037 7907042 1996 08/15/96
— 1,404,498 4.499,398 5,893,856 15,734,895 2,026,791 19,602,000 21,628,791 7,985,208 1986/98 09/3091
- 417.500 2,506,206 2923706 3428950 586,069 5,766.587 6,352,656 3338217 1973 06/30/92
— 1,028,000 5420478 6,448,478 6,066,265 1,242,984 11,271,759 12,514,743 5,360,176 1964169 06430492
- 874,830 8,740,602 9.615.432 7587478 1,366,934 15,935,977 17,302,910 6,915,558 1987/8% 07122194
— 1,096,196 18,230,236 19,326,432 3403481 1,242,642 21,487,271 22729913 7.529.214 1990 0228197
-_ 6,712,695 57,500,029 64,212,724 39,680,326 8,806,923 95,086,127 103,893,050 39035414
— 586,788 6,728,097 7.614,885 2995445 1,3229717 9,287,353 10,610,330 4,165,275 1987 07/01/%4
- 498,860 6,458,061 7,186,921 2431204 748,028 8,870,096 9,618,125 3,454,888 1989 08/16/94
— 667,368 4,856,103 $.523,471 21787937 1,009,817 6,692,391 7,702,208 2.834.563 1984 (8/15/96
— — 22,047,803 22,047,803 14,447,925 7,696,924 28,798,804 36,495,728 10,570,680 1997 09/30/87
— 1,666,312 4,774,020 6,440,332 1467059 1,685,695 6,222,595 7,908,292 932,379 1935 0873114
— 1,968,664 13,051,238 15,019,902 1,330,002 2,018,804 14,331,099 16,349,904 2.122.702 199157 08731704
- 5,887,992 57945323 63,833,314 24,851,272 14,482,247 74,102,339 88,684,586 24,080,487
— 780,117 £861,878 9,641,995 5,505,641 1226199 13,918,437 15,147,636 5,820,498 1986 08/15195
— 798,700 1.209.525 8,008,225 6,823,032 1,890,883 12940374 14,831,257 7.470,647 1974/76 12/29/87
- 155,000 5316738 5,471,738 4,036,128 538,045 8,969,822 9,507,866 4,546,003 1970 04104788
— 1,823,683 4,106,710 5,930,693 4,060,696 2,101,598 7,889,791 9,991,389 3465905 1966 08/15/96
- 616,500 3.400,672 4,017,472 7.842,956 1,130,593 10,729,834 11,860,428 6,886,274 197274 03/01/30
9,117,528 1,088,887 8.581,771 9,670,658 3.465,525 1,374,411 11,762,173 13,136,583 3,772,126 1987 12123497
9117528 5,263,487 3747729 42,740,781 31,734,379 8,264,129 66,210,430 74,475,160 32,261,452
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Property

Greens at Falls Run

Manor at England Run. . . .
Greens at Hollymead. . . . . .
Brivingham Square, . . . . .
Greens at Schumaker Pond . .
Greens at Cross Court . . . .

OTHER MID-ATLANTIC . .

TOTAL MID-ATLANTIC
REGION

SOUTHEASTERN REGION

BayCove...........
Summit West . . .. ... ..,
Pinebrook. . . .. ... ...

Lakewood Place
Huntters Ridge
Bay Meadow

Cambridge

Laurel Oaks. . .. ......

TAMPAFL . ... . ....

Fisherman’s Village
Seabrook

Altamira Place

Regata Shore. . .. ... ..
Alafaya Weods . .. ... ..

Andover Place

Lotus Landing

Seville on The Green. . . . .

Ashion at Waterford

Arbors at Lee Visa DCO . . .
QORLANDO,FL .. .. ...

Dover Village. . . .. .. ..

UNITED DOMINION REALTY TRUST
SCHEDULE III — REAL ESTATE OWNED — (Continued)

Cost of
'“é':;‘}:;‘;‘;g“ Whic(;'-nagrg:io:: Clase of
Initial Costs Total Subsequent Peri
Land and Buildings [nitial to Acquisition  Land and Buildings Total
Land and Acquisition iNet of Land and Carrying Accumulated Date of Date

Encumbrances Imptovements [mprovements Costs Disposals)  Improvements Improvements Value{A)  Depreciation(B) Construction Acquired
— 2,7130022 5,300,203 §.030,925 2,761,845 2.953.583 7.839,187 10,792.770 3.201,703 1989 05/04/95
19.462.000 3,194,507 13,505,239 16,694,766 14,913,101 4.969.191 26.643.616 31,612,867 11,393,155 1990 05/04/95
— 965.114 5,250,374 6,215,468 2020953 1102913 7133528 8,236,441 2.838,030 1990 05/04195
- 650,143 4562,246 3612389 1,823,183 885421 6.551,151 7436572 2,737,050 1991 05/04/95
— 709.559 6,117,582 6,827,141 3313853 933574 9,207,420 10,140,994 3553.610 1988 05/04/95
— 1,182,414 454,012 5,726,426 2,665,852 1,405,739 6,986,539 8392273 2920437 1987 05/04/95
16,770,382 2,754,447 10,482,579 13,237.026 4,240,703 3,128,107 14,349,623 17477.72% 5,882,280 1988 05/04195
- 2,007,878 6,365,053 8372931 4974927 2,406,628 10,941,230 13,347.358 5,244,494 1970 07101/94
— 1528.667 4,830,738 6,159,405 1,867,601 1,731,782 6,495,224 8,227,006 2,669.514 1988 05/03195
- 346,330 3,036,956 3383286 3,003,337 610,050 5,776,573 6,386,623 4,241.701 1972174 12/31/84
— 432974 3.821,508 4,254,482 3.924.564 819,623 7359423 8,179,046 5,188,293 19107 12/31/83
— 840,000 3873139 4,713,139 4,485,672 1,560,651 7,638,160 9,198.811 5493595 1972114 11730090
— 401,538 3150912 3552450 2,990,610 639,007 594,053 6,543,060 3,926,399 1680/82 1231784

36,232,382 17,744,113 75,240,541 92,984,854 52,987,201 23,146,267 122825788 145972088 59,316,272

218917985 148,652,532  762,598399 91 1,250,931 332,111,820 225961989 1,017,400,761  1,243,362,750 383,664,693
— 2928847 6,578,257 9,507,104 8,516,181 3,550,544 14472341 18,023,285 1818429 1972 12/16/52
— 2,176,500 4,709,970 6,886,470 5422337 2,712,176 9,586,632 12,308,807 5,566,869 1972 12/16/92
— 1,780,375 2458172 4,238,547 5815264 2,080,783 1973028 10,053,811 4,728,118 1977 05/28/93
9,855,650 1,395,051 10,647,317 12,042,428 5,451,060 1,910,324 15,623,164 17,533,488 6,482,395 1986 03/10/94
10,312,031 2,461,548 10,942,434 13,403,982 4316,171 3,239.623 14,480,530 17,720,153 6,386,390 1992 06/30/95
— 2,892,526 9,253,525 12,146,051 6,399,960 3,668,346 14,877,665 18,546,011 6,027,750 1985 12/09/96
— 1,790,504 7.166,329 8,937,133 4,058,715 2,196,297 10,819,551 13,015,848 4,043,649 1985 06/06/97
- 1,361,553 6,541,980 7,903,533 3,203,806 1,653.033 9,454,307 11,107,339 3,686,501 1986 070197
10,611,283 2,241,880 1,552,520 4,794,400 3,575,848 2432269 10,937.979 13.370.248 3175430 1988 12/07/98
— 7.701.679 23.149,670 30,851,349 6454915 7.853,451 29452813 37.306.264 6,567,452 1988/8% 06/30/03
32,474,234 10,869,386 36,857,512 47,726,898 1.135.543 10,882,698 37,979,743 48,862,441 4,992,293 2000 1201104
—_ 5,775,144 17.236.146 23011290 6,624 8,569,879 14,418,034 23017913 78,283 1985/87 10723406
— 1.230,575 19.897.415 27,127,990 3,537,725 9,385,143 23,280,573 31,665,715 11,679,787 1985/87 07/10/06

63,253,204 50,605,867 16299107 213591175 59,934,149 60,164,964 213366360 273531324 71,233,408
— 2.387.368 7458897 9,846,265 6,780,692 3435633 13,191,304 16,626,957 6407115 1984 12129195
—_ 1,845,853 4,155,275 6,001,128 5.460,882 2451952 6.010.058 11462010 4.893.939 1984 0212096
— 2,804,702 6.456.100 9,350,802 7,333,589 3484422 13,199,968 16,684,391 6.963.573 1981 03731193
- 1.532,700 11,076,062 12,608,762 14,886,642 2,736,050 24,759,354 27,495,404 9,472,543 1984 04/14/94
—_ 757,008 6,607,367 7364375 9,448,831 1,593,516 15,219,690 16.813,206 B.00T 464 1983 0630/94
8,950,593 1,653,000 9,042,256 10,695,256 5472442 2,255.451 13912247 16,167,698 6,136.872 1988/50 10721194

12,799,781 3692187 1756919 11,449,106 5435071 4,804,189 12,079,989 16,884,177 6.321,890 1988 09/29/95 & 05/30/9

12,134,612 2,803.805 12,348, 464 15,152,269 5,196,855 3,532,884 16,216,240 20,349,124 6.993.240 1990 1073156
- 2184723 8,638,664 10,823,387 4,991,006 2563451 13,250,942 15,814,393 4519554 1985 07/01/97
— 1,282,616 6,498,062 7,780,678 4,880,179 1,589,137 11,071,719 12,660,857 3,869.689 1986 102147
13,986,375 387174 17.531.879 21,409,623 044,120 35987,764 18,365,97¢ 22,353,143 7,546,507 2000 05728758
- 6.692,423 12,860,210 19,552,633 6,937,463 6,778,814 19,711,281 26,490,093 7,153,599 1992 08/28/06

471,871,361 31,598,129 110,436,155 142,034,284 71,767,772 39213283 180,588,772 219,802,055 78,285,784
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Property
Legacy Hilt. . ... ..., .,
Hickory Run
Carrington Hills
Brookndge ... ...., ...
Club at Hickory Hollow , , , .

The Preserve a1 Brentwood . .
PeloPark . ....... . ...

51 Johns Plantation . . . . . . ,
JACKSONVYILLE, FL . . . .

Stanford Village
Griffinr Crossing
Gwinnett Square
Dunwoody Pointe
Riverwood

Riverbadge . . . .. .., ...
The Groves . . .. ... .., .
Mallards of Brandywine . . . ,
LakePointe

Waterford . . . . ... ... ..
Hampton Greene
Rivergate . ... ..., ...
Patriot Place
OTHER
SOUTHEASTERN . . . ..

TOTAL SOUTHEASTERN
REGION

UNITED DOMINION REALTY TRUST
SCHEDULE 11l — REAL ESTATE OWNED — (Continued)

Cost of

{iross Amount at

ndtad Conte - lrgz}';;{lm" Which Carried u Close of
Land and Buildings Inital to Acquisition  Land and Buildings Total
Land and Acquisition {Net of Land and Carrying Accumulated Date of Date
Encumbrances Improvements lmprovements Caosls Disposals)  Imprevements lmprovements Vofue(A) Depreciation(B) Construction Acquired
— 1,147 660 5.867,567 1.015,227 5,880,501 1526816 11,368,973 12,895,788 5378918 1977 110685
- 1,468,727 11,583,786 13,052,513 4911998 1,899,394 16,065,117 17,964,511 06,288,565 1989 12/29193
19,751,087 2,724 - 211724 27.526.840 3.967.960 25,676,124 29.644,084 8,960,927 1999 12/06/95
- 707.508 5461281 © 6,168,759 2.674,154 945,770 1,897,143 8842913 3339727 1986 03/28/06
11,884,206 2139714 15,230,201 17,370.975 3722807 2.805.862 18.237.920 21,003,782 1.206,173 1987 0221097
— 166,428 7,713,862 £.480,290 2322278 1,057.665 9,744,904 16,802,568 3,532,759 1986 0312797
— 1376190 10,931,309 12,307,499 3123604 1,709.625 13,721,478 15431,103 4741104 1986 05/20/98
10,923,011 1,459,754 16,014,857 17474611 1.746,703 1706.650 17,514,664 19221314 5,133.937 1998 01/67/89
14,945 588 3.181,524 24,674,264 27,855,788 1,886,893 1182.047 26.560.639 29,742,686 4.316.251 1998 06401104
14,081,592 4,582,666 16,293,022 20,875,688 1,239621 4,582,666 17.532.643 22,115,308 133,776 1987 05/02/06
71,585 484 18947475 11)771,11% 132,718,594 55,035,463 23384454 164369604 187,754,057 49,632,138
17,042,773 1,634,330 11,226,990 12,861,320 8429832 1,567,951 18.723,201 21.291,152 8,656,402 1986 0722194
- 1,834,535 14,864,742 16,699,277 7.908.532 2,805,140 21,802,689 24,607,809 9,824,925 1950 05/09/96
— 4,034,039 11,192,842 15,226,881 8,779,968 5035720 18.971,130 24,006,849 9.319.597 1985 05/28196
— 4,288,214 33,101,763 37,389,977 347934 4,303,230 36,134,681 4).437911 3,391,855 198¢ 06/30/05
17,042,773 11,791,118 70,386,337 82,177.455 28,166,266 14,712,021 95,631,701 110,343,721 31,192,778
— B84.500 2,807,839 3.692,339 2.899,122 1,225,530 5,365,931 6.591.461 3121231 1985 (09/26/89
_ 1.509.633 7544018 6.053,65] 3,382,405 1,896,449 10,539,607 12.436,056 4978117 1987/8% 06/08/94
6,384,352 1924325 1,375,454 9,300,779 4262517 2,269,177 11,294,119 13,563,296 4,153,528 1985 03/29/95
8.530,388 2763324 6,902,996 9,666,320 7,697,445 3470,002 13,893,762 17,363,765 7,502,215 1980 10/24/95
8.969,033 2,985,599 11,087,903 14,073,502 6,260,074 3555338 16,778,237 20,333,576 8,195.7%) 1980 06/26/96
— 1,579.478 10,302,679 11,882,157 2.608,898 1,720,613 12,770,442 14,491,055 1836926 1685 04/15M98
2,883,773 11,646,859 46,021,889 57,668,748 27,110,461 4,137,110 70,642,099 84,779,209 32,393,807
— 05%.282 6,864,666 7.823.950 3.240,693 1,270,466 9.794,177 11,064,643 4,480,124 1983 072795
7,715.000 1,840,230 11,571,625 13.411,855 6.738,357 282537t 17.324 841 20.150,212 8.076,796 1984/86 10/31/94
— 1,446,553 287,878 10,734,431 4,636,633 1,715,638 13,655426 15,371,064 4,257,720 1989 03/27/98
44,873,487 15,968.050 56,400,716 72,368,806 1.539.321 15,977,983 57,930,144 73.908,127 7,391,624 199972001 _ 12401104
— 789,953 4,767,055 5,557,008 4,111,047 1.523.927 8144128 0,668,055 3,062,332 1989 12/13/95
— 165949 5,407,683 6,173,632 2,236,521 1,022,210 7.387.943 8410.153 3.032.559 1985 07/0197
— 1,434,450 4,940,166 6374616 4,773,865 1,928,945 9219536 11,148,481 4,785,327 1984 09124193
— 3,373,265 7.095.763 10.469.028 31974454 1529056 10,914,425 14,443 482 3,389,350 1983 1229105
52,588,487 26,577,774 106335551 (32913326 31,250,890 29.793,596 104370620 164,064,216 39,075,831
— 824,847 5,307,194 6.132,041 2729836 1,232,747 7629.130 8861877 4.356.816 1985 12/04/8Y
— 1,428,826 9371378 16,800,204 398836l 2,088.903 12,699,663 14,788,565 6,329,838 1986 05720493
- 395,516 2902440 3,297,556 2519287 622,699 5,194,144 5,816,843 3414444 1974 07/01/93
— 957,980 6,947,939 7905919 2927718 1,356,812 9,475,826 10,833,637 4,509,659 1983 07/01/94
— 1,363,046 10,118,453 11,481,499 2.779,701 2032419 12,228,781 14,261,200 5,671,906 1990 08/19/94
- 1,122,500 12,055,625 13,178,125 1,610,839 1,535,821 15,253,163 16,788 984 5.641,235 1989 08/15196
- 212,500 1,600,757 1813.257 6.302 406 1,531,073 6,584,590 8,115.663 5022925 1974 10/23/85
—_ 6,305,215 48,303,386 54,608,601 24,858,169 10,400,473 69,066,297 79,466,770 34,946,823
276,225,082 157472437 65824514 81571 8,182 304123170 191805900  928,035452 1,119.841.352 336,760,569
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UNITED DOMINION REALTY TRUST
SCHEDULE HI — REAL ESTATE OWNED — (Continued)

Cast of

N Gross Amount at
Improvements  ywpioh Carried at Close of

Tnitial Costs otal S ot Peri
l.ond and Buildings Initial 1o Acyuisition  Land and Buildings Total
Land and Acquisition {Net of Tand and Carvying Accumuluted Date of Duate
Property Encumbrances Improvements Improvements Costs Disposals)  Improvements Improvements  Value(A) Depreciation(B)  Construction Acyuired

OUTHWESTERN REGIHON

Woodteadl . .. oo — 1,543,000 5.457.000 T0R.000 4,875,303 1,983,968 9591335 11,875,301 4,498,164 1978 12/31/96
GreenQaks. . .. ... ... — 5,313,920 19.626.181 24.940.101 6,845,183 6,216,165 25.569.119 31,785,284 4,853,300 1983 D6 25097
Sky Hawk. .. ... ... .. — 22077141 7.157,965 0.455.706 3,466,578 2879326 10,072,959 12.952,284 4,511,668 1984 D3/08057
South Grand at Pecan Grove , . — 4.058.000 14.755.809 18.813.899 9,264 436 3045457 23032878 28.078,335 9,296,032 1983 0912607
Bracsridge . .. .. ... .. 12,938,750 3048212 10.961,749 14,009.961 4,326,210 3671697 14,658,474 18,336,171 5.606,722 1982 09126497
Skylar Pointe . .. . ... .. — 3604483 11.592.432 15196315 6,404,146 3.886.420 17,114,635 21,601,061 7886279 1979 11120097
Stone Canyon. .. . ... .. — 899515 — 399513 0,768,750 1,353.386 9314578 10,668,265 3,174.069 1998 1217197
Chelsca Path . . . . .. ... 2411501 1991478 5.7187.626 1.779,104 4,097,253 1.548.802 9.327.555 11.876,357 3,557,182 1983 032798
Country Club Place . . . ... 5.843.563 498,632 6.520.172 1018504 2.236,784 45468 8,510,120 $.255,588 3,037,259 1985 03727198
Arbor Ridge . . ... .. .. — 1,688,948 6.684.229 8313177 1326208 2155086 1.544.298 9,699,385 3,112,033 1983 03727198
Londen Pack . . ... .. .. — 2018478 6.667.450 8.685.528 3,593,369 2.664.679 9614613 12,279,292 4,020.480 1983 03127798
Manymont. - . .. . ... . — 1.150.669 4155411 5.306.080 1,658,833 1.230,221 5.734.692 6.964.913 1,936,945 1983 03/27/98
Riviera Pines . . .. . ... .. — 1.413.851 6.453.847 7.867.698 3031406 1.627.436 9,271.668 10,899,104 2654183 1979 03721198
Towne Lake. . ... ... .. — 1,333,958 5,308,884 6,642,842 2473.7136 143690 7371388 9,516,578 3,121,533 1984 03/27198
The Legend at Park 10 .. — 1,995,011 — 1.995.011 12213814 3871213 10331612 14,208,825 3,350,641 1998 05/19/9%
The Bradford . . .. .. ... 16,498,944 1L.L51,180 40,829,514 41 980,654 3,860,925 6,682,943 39,158,677 45841,620 7.997,604 1990/91 11£20/03
HOUSTON.TX . .. ... .. 4,692,758 34,007,166 151,958 269 185965435 79,472,927 48,311,962 217,126,400 265438363 79,614,699

Highlands of Presten . . . . . - 2,151,056 8,167,630 10,318.686 3432014 2.558.931 11,191,774 13,750,705 4,164,586 1985 0327198
Merdian .. ... ... 23.970,724 6,012,806 29.004,186 35.106.992 1,858,096 6.462.648 30,502 441 36,965,088 10,668,030 2000402 01727498 & 12/28/04
Lincaln Towne Square . . . . - 7.541,141 31,484,858 39,025,999 142,370 7.566,237 32,502,133 40,068,370 5910584 1999 03712404
Highlands of Preston il . . . . - 21977 7512983 9710177 326964 2,197.794 7839997 10,037,741 485617 1986 01742106
The Park at Turtle Creek. . . . — 24,033.881 33.227.383 57,263,264 272,053 24.035.881 33,499,436 51535317 713,774 1994 08/24/06
Greenhaven Village .. . . . — 916415 14,996,331 15,912,147 46,527 916415 15,042,358 15,959,214 312939 1971 (%08/06
The Addison at Brookhaven . . — 16.720.828 8465513 25.186,341 66762 16.721,087 8.532,016 25,253,103 120.256 1975 10131106
DALLAS. TX ... .. .. 23,970,724 59575921 132948885 192514806 704,793 60458993 139110606  199.569.599 21373.786

Avtumnwoed . L. — 2412180 8.687.820 11,100,000 3340107 1.859.893 11,586,234 14,446,127 4.593.190 1984 123196
Cobblestone. . . .. .. ... - 2925372 10,527,138 13453110 5,267,966 3355640 15.365.430 18.721.076 6,377.939 1984 12731896
Summil Ridge . .. ..... 6,097,554 1,725,508 6.308.032 8.033.550 3,796,204 2411663 9,418,081 11,829,744 3578906 1983 03727798
Detby Park . . ... ... .. 10,843,584 3,121,153 11,764,974 14,886,127 3831,323 3,926,609 14,790,840 18,717,450 5,890,696 984 03/27/98
Aspen Court .. .. ... .. 3601515 716,587 4944947 5121534 2031575 1,174,640 6,578,469 1153108 2496,717 1986 03/27/98
The Cliffs. .. ...... ... — 3483876 18,657 051 PIRLIL A 2,300,396 3857.526 20,590.797 24448323 6.920.305 1992 01729402
ARLINGTON,TX ..... 20,542,653 14,444,676 60,890,562 75,335,138 20,580,591 17,585,977 78,329,852 95,915,819 29,850,752

Pecan Grove « . .. . oo ., — 1,406,750 5.203.250 6,700,000 1,867,698 1,541,867 7.025.831 8,567.698 2,367,353 1984 12319
Amderson Mill ... ... 6,072,561 3,134,669 11,170,376 14,305 045 5542651 3586228 16.661.469% 20,247.46% 7,564,139 1984 0372797
Red Swne Ranch. . ... — 1,896,723 17,523,536 19,422,259 1,007,281 5437.249 14.992.291 20,429,540 7,006,485 2000 06/14/00
Barton Creek Landing . . . . — 3,150,998 14,269,086 17.420,084 2,140,806 3,198.887 16,362,003 19.560,840 4814922 1986 03/28/02
Lakeline Villas . . .. ... .. — 4,633,398 13,297 860 17,931,258 335.836 4,633,454 13.633.640 18,267,095 2,302,004 2002 0711504
AUSTIN.TX. . . ... ... 6,072,561 14,222,538 61.556,108 15,778,646 11,294,273 18,357,685 68,675,235 87.07291% 24,054,903

Greepsview . . ... ... ... — 6450.216 24.405.137 30,855,353 3.632.299 6004939 28,392,713 34487652 10.036,017 198772002 12/07/98
Reflections 3t Cherry Creek . . — 6.3035.326 27.201.579 33,506.905 2,430,753 6.547. 110 29,386,548 15.931.658 8,662,968 1983196 (4730102
DENVER.CO. .. ... .. — 12,755,542 51,606,716 64,362,258 £.063,051 12,642.649 57,782,661 70,42530% 18,698.985

Finisterra . . . .. - ... .. — 1273798 26,392,207 27.666.005 1.177,191 1478413 27,964,784 29,443,196 8464450 1997 0312798
Sierra Foothills . . .. . . .. 14,031,553 2728172 — 27281712 19,515,999 4,920,141 17324024 22,244,171 8,948,096 1998 02/18/98
Sierra Canyon . . . .. . ., 13.739.709 1.809.864 12,963,581 14,773,444 655,441 1,880.864 13,548,022 15,428,836 4,536,682 2001 1228101
PHOENIX,AZ ... .. .. 21771262 5,811,834 39,355,788 45,167,621 21,948,632 8279419 58,836,834 67.116.253 21,949,228
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Property
Oak Pack . ... ... .., ..
Oak Forest ., ... ..., .,
Mandolin . .. ... ..., ..

OTHER
SOUTHWESTERN, . . . .

TOTAL SOUTHWESTERN
REGION . .. .. . ..
MIDWESTERN REGION
Sycamore Ridge ., ... .,
Hertage Green . .., . ., |
Alexandes Coun . ., . ., .
Governour's Syuare . . .
Hickory Creek . .., ... ..
Britton Woods . ., ...,

Washington Park , . ., . ., .
Fountainkead . . .. ... ., .

OTHER MIDWESTERN . |

TOTAL MIDWESTERN
REGION . .. . ., _.

TOTAL APARTMENTS . .
REAL ESTATE HELD FOR
MMSPOSITION
Apartments
Heaumont., .. ., .. ..., ,

Total Apartments . . . , . .

Land
Fossil Creek . ... ... ...

Total Held for
Disposition . . ., ..,

REAL ESTATE UNDER
DEVELOPMENT

Apartments

2161 Suwer-TRS . .. . ., ..
Lincoln Towne Square PH 1. .
Ridgeview PHY ..., .., .
Ridgeview Townhomes, . . , |
West & Gessner .., ... ..

Total Apartments . . . , . .

UNITED DOMINION REALTY TRUST
SCHEDULE II1 — REAL ESTATE OWNED — (Continued)

Cost of .
Gross Amount at
HUPrOVEMEts  Which Carried at Chase of
Initial Costs Total P Period
Land and Buildings Enitia) to A:ql:'ulllon Land and Buildings Tota!
Land and Acquisition (Net of Lund and Currying Accumulated Date of Date
Encumbrances Improvements Improvements Costs Dispasals)  lmprovements Improvements Value(A) Depreciation{B} Construction Acquired
18.278.466 3.966,129 2,227,700 16,193,830 4,471 487 5719991 24945327 30,665,317 10,132,043 1982/98 12131196
23.395,160 5,630,140 23,293,922 28,924,662 12,284,148 6,629,796 34,579,004 41,208.810 14,353,835 1996/98 1273186
— 4223640 27.909.437 32132077 5128417 6436953 30,823,539 37,260,494 9.937.243 200t 1272801
— 3.005,300 11,542,700 14,550,000 (1.453,838) 3.023,264 10072898 13.096.162 2595479 1990 03/1598
— 1,913,177 7.086,823 9,000,000 2912753 2,352.966 9.559,787 11,912,753 3633576 1985 1213196
— 2523670 8976330 11,500,000 4,248,131 3170899 12,577,832 15,748,13] 4,972,006 1984 123196
41,673,626 21,261,656 101,038,913 122,300,569 27,591,699 2033871 122,558.39 149,892,268 45,924,181
160,723,584 162079333 599355241 761434574 1 73995966 193,010,556 T42419.985 935430540  42.4685M
— 4.067.900 15,433,285 19,501,185 3169803 4.443.889 18.227.09% 22,670,983 5547075 1997 070298
— 2.990,199 11,391,797 14,381,996 10.218,635 3,267,000 21.333.631 24,600,631 6,805,931 1998 0702/98
13,498020 1573412 — 1373412 22,065,445 6,394,006 17,244,761 23.638.857 8122928 1999 07/029%
21130118 7512513 28,495,050 36,207,563 4,206,162 8107912 37.305,813 45,413,725 11,376,992 1967 1270758
— 3421413 13.539.402 16,960.815 5260716 3,854,636 18.366.895 2,221.531 5.392.660 1988 1210798
— 3,476,851 19.213.411 22,690,262 4.549.064 4,254912 22,984,415 21,239,325 4,638,687 1991 0420001
40,635,138 23.042.2838 88272845 111315213 54469827 30322445 135462615 165,785,060 46,884,273
— 2,011,510 1,565,279 9.576,799 1.466,386 2,158.441 8884744 L1.043,185 2878.092 1998 12457198
— 390,542 1420.166 1,310,708 574,637 455,858 2029487 2485145 T11.070 1966 1200798
6241270 1,800,271 7,053,585 8,853.856 2507191 1981,133 9,380,514 11,360,647 3,104,798 1963 12407/98
6,241,270 4,202,333 16,039,030 20,241,363 4,648,814 4,595,432 20,294,745 24,890,177 6,693,959
46,876,408 21244621 104,311,975 131,556,596 59,118,641 MIITRIT 155757359 190.675.237 53,578.232
LI969315  1.205.620,134  3.238.640.667 444260801  1,090.414,625 1.350.716,906  4,183,958,521 S.53M,675.426  1.236,262,734
— 2,336,132 12,559,224 14,858,356 1,102,620 2,456,550 13.344,426 16,000976 5,939 8635 196 06/14/00
— 2,144,340 6.594.615 8,734,055 2215995 2,264.606 8,690,344 10,954,950 2,740,486 1986 06/30/99
— 3,079,084 7,256,292 10,335,326 (9.962.536) — 372,790 72790 — 1980 01105
— 5091616 11,997,769 17,089,385 4.087.301 5,345,615 19.831,071 25,176,686 6,127,850 1996 05/1106
— 12,654,122 38,407,900 51,062,022 1443379 10,066,771 42.438,630 52,505,401 14,508,201
— 31932115 — 3912115 215,304 683,156 464,263 4,147419 —
—_ 16,586,237 35,407,900 54,994,137 1,658,683 13,749,927 42,902 893 56,652,820 14,808,201
- 1,755,643 1153477 9,509,120 744,530 1,755,643 8,498,007 10,253,650 —
— 295127 — 2,951,277 1432854 2919593 1.434,538 4,384,131 —
- 234193 — 23411936 5,954,451 1,789,978 6.506,409 4,205,387 (563)
— 234991 — 2349923 4,672,127 1,120,000 5,902,050 1,022,050 198
— 3,600,000 — 3,600,000 820,995 3,823.625 597,370 4,420,995 —
— 12,998,779 1.753.477 20,752,256 13,624,957 11,424,839 22948374 3377213 (364)
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UNITED DOMINION REALTY TRUST
SCHEDULE III — REAL ESTATE OWNED — (Continued)

Cost of -
{Gross Amount at
ImPROSCIENtS et Carried at Closs of
Initiul Costs Total o Perlod
Land and Buildings Initial to Acqu1|sitiun Land and Buildlngs Total
Land and Acquisition (Net of Land and Carrying Accumulated Date of Date
Property Encumbrances Improvements Improvements Costs Disposals) Improvements Improvements  Value(A)  Depreclation(B) Coastruction Acquired

Land

Waterside . . . ... ... ... — 11,861,682 93478 11.955.160 4,813 11.861.682 103.291 11,963,973 71928

Ridgeview Ph11 .. .. .. .. - 1918411 — 1918411 33,951 1,469,609 482,753 1,952,362 (18

Parkers Landing 11 TRS . . . . — 1,709,606 — 1,709,606 241,523 1,510,700 40429 1951129 —

PresidioLnd . .. .. ..... — 1523922 — 1523922 198,292 1.300,000 422214 1,722,214 —

UDR/ Pecific Los Alisos,

LP .. — 17,297,661 — 17,297,661 366,572 16,311,738 1552474 17,864,233 —
Jefferson IVLLC . .. .. .. — — — — 1,026.785 — 1,026,785 1,026,785 —
Jefferson at Marina del Rey . . 45403.222 55,651,137 — 55,051,137 19.923.573 55651487 19,923.573 755714710 —
Bellevue Plaza . . . ... ... 22.270.500 5.793.892 — 5.793.892 28,077,606 31,590,000 2281498 33871498 450,000
Ashwood Commons 1. . . . . — 13,926,400 — 13.926.400 9,733,535 13,926,400 9.133,535 23,659,935 —
Bellevue IVLLC. . . .. ... — — — — 38,132 — 348,132 348132 -—

Total Land . ... ... .. 675673722 109682711 93478  109.776.189 60,159,782 133,621,286 36314684 169935971 527,610

Tota) Real Estate Under

Development . . . . . .. __M 122,681 4% 7846955 1305285 73,784,739 145050,126 59,263,058 204313184 _i_m
Commercial Held for
Investment
Hanover Village . ... .. .. — 1,623.910 — 1.623.910 5 1.103 600 520313 1623915 491,569
The Calvert commercial

side. . ....... ... — M.128 1,597,359 1,631,486 153 326.89% 1,304,741 1,631,639 233,337
Grandview DCO . . . ... .. 10,276,147 7,266,024 9,701,625 16,967,649 166,757 7.266,024 9.868,382 17,134,406 263995 1980 11721106

Total Commercial . . . . . 10.276,147 8,924,062 11,298,984 20.223.045 166313 8.696.523 11,693,437 20,389,960 991,201

Richmond Corporate. . . . — 271,225 271225 554,450 3.536,313 221,225 3,863,530 4,090,765 1,137,400

Commercial &

Corporate. . .. .. ... 10,276,147 9,201,287 11,576,209 20.777495 3,703,230 8,923,748 15556977 24,480,725 2,128,601

TOTAL REAL ESTATE
OWNED...........

(A) The aggregate cost for federal income tax purposes was approximately $5.3 billion at December 31, 2006.

$1,182,919,185 $1,354,089,149 $3,296471,730 $4,650,560,879 §1,169,561,277 $1,518,440,706 $4,301,681,449 $5820,122,155 §1,253,726,781

(B) The depreciable life for all buildings is 35 years.
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UNITED DOMINION REALTY TRUST
SCHEDULE IIl — REAL ESTATE OWNED — (Continued)
3-YEAR ROLLFORWARD OF REAL ESTATE OWNED AND ACCUMULATED DEPRECIATION

The following is a reconciliation of the carrying amount of total real estate owned at December 31:

2006 2005 2004
Balance at beginning of vear............. $5,512,424,090  $5.243.295.963 $4.351.551,324
Real estate acquired ......... ... . . . . 392,058,366 439,559,832 1,069,800,745
Capital expenditures & development . . . . . ., 379,629,467 205,465,000 101,520,917
Realestate sold........ ... ... .. . (463,989,768) (375,896,705) {279,577,023)
Balance atendof year ...... ... . ... $5,820,122,155  $5.512,424,090 $5.243,295,963

The following is a reconciliation of total accumulated depreciation for real estate owned at December 3l

2006 2005 2004
Balance at beginning of year. ... ... .. . . $1,123,829.081  $1.007,887.007 $ 896,630,032
Depreciation expense for the year ......... 243,348,343 208,393,075 178,045,994
Accumulated depreciation on sales .. ... .. (113,450,643) (92,451,001) (66,789,019}
Balance atend of year .. ..., ... .. ... . . . $1,253,726,781  $1,123,829,081 $1,007,887,007
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EXHIBIT INDEX

The exhibits listed below are filed as part of this Report. References under the caption “Location” to
exhibits or other filings indicate that the exhibit or other filing has been filed, that the indexed exhibit and the
exhibit referred to are the same and that the exhibit referred to is incorporated by reference. Management
contracts and compensatory plans or arrangements filed as exhibits to this Report are identified by an asterisk.
The Commission file number for our Exchange Act filings referenced below is 1-10524.

Exhibit
2.01

2.02

2.03

2.04

2.05

Description

Agreement and Plan of Merger dated as of
December 19, 1997, between the Company,
ASR Investment Corporation and ASR
Acquisition Sub, Inc.

Agreement of Plan of Merger dated as of
September 10, 1998, between the Company

and American Apartment Communrities 11, Inc.

including as exhibits thereto the proposed
terms of the Series D Preferred Stock and the
proposed form of Investment Agreement
between the Company, United Dominion
Realty, L.P., American Apartment
Communities II, Inc., American Apartment
Communities Operating Partnership, L.P.,
Schnitzer Investment Corp., AAC
Management LLC and LF Strategic Realty
Investors, L.P.

Partnership Interest Purchase and Exchange
Agreement dated as of September 10, 1998,
between the Company, United Dominion
Realty, L.P., American Apartment
Communities Operating Partnership, L.P,
AAC Management LLC, Schnitzer Investment
Corp., Fox Point Ltd. and James D. Klingbeil
including as an exhibit thereto the proposed
form of the Third Amended and Restated
Limited Partnership Agreement of United
Dominion Realty, L.P.

Agreement of Purchase and Sale dated as of
August 13, 2004, by and between

United Dominion Realty, L.P.,, a Delaware
limited partnership, as Buyer, and Essex The
Crest, L.P., a California limited partnership,
Essex El Encanto Apartments, L.P,, a
California limited partnership, Essex Hunt
Club Apartments, L.P., a California limited
partnership, and the other signatories named
as Sellers therein.

First Amendment to Agreement of Purchase
and Sale dated as of September 29, 2004, by
and between United Dominion Realty, L.F., a
Delaware limited partnership, as Buyer, and
Essex The Crest, L.P., a California limited
partnership, Essex El Encanto Apartments,
L.P, a California limited partnership, Essex
Hunt Club Apartments, L.P., a California
limited partnership, and the other signatories
named as Sellers therein.

Location

Exhibit 2(a) to the Company’s Form 3-4
Registration Statement (Registration

No. 333-45305) filed with the Commission on
January 30, 1998,

Exhibit 2(c) to the Company's Form 5-3
Registration Statement (Registration

No. 333-64281) filed with the Commissicn on
September 25, 1993.

Exhibit 2{d) to the Company’s Form 8-3
Registration Statement (Registration

No. 333-64281) filed with the Commission on
September 25, 1998.

Exhibit 2.1 to the Company’s Current Report
on Form 8-K dated September 28, 2004 and
filed with the Commission on September 29,
2004.

Exhibit 2.2 to the Company’s Current Report
on Form 8-K dated September 29, 2004 and
filed with the Commission on October 5,
2004,




Exhibit

2.06

3.01

3.02

4.01

4.02

4.03

4.04

4.05

4.06

4.07

4.08

4.09

Description

Second Amendment to Agreement of
Purchase and Sale dated as of QOctober 26,
2004, by and between United Dominion
Realty, L.P, a Delaware limited partnership,
as Buyer, and Essex The Crest, L.P, a
California limited partnership, Essex El
Encanto Apartments, L.P., a California limited
partnership, Essex Hunt Club Apartments,
L.P,, a California limited partnership, and the
other signatories named as Sellers therein.

Articles of Restatement.

Amended and Restated Bylaws (as amended
through October 13, 2006).

Form of Common Stock Certificate.

Form of Certificate for Shares of 8.60%
Series B Cumulative Redeemable Preferred
Stock.

Form of Rights Certificate.

First Amended and Restated Rights
Agreement dated as of September 14, 1999,
between the Company and the Rights Agent.

Note Purchase Agreement dated as of
February 15, 1993, between the Company and
CIGNA Property the Company and CIGNA
Property and Casualty Insurance Company,
Connecticut General Life Insurance Company,
on behalf of cne or more separate accounts,
Insurance Company of North America,
Principal Mutual Life Insurance Company and
Aid Association for Lutherans.

Senior Indenture dated as of November 1,
1995,

Supplemental Indenture dated as of June 11,
2003.

Subordinated Indenture dated as of August 1,
1994.

Indenture dated December 19, 2005 between

the Company and SunTrust Bank, as Trustee,
relating to the Company’s 4.00% Convertible
Senior Notes due 20385, including the form of
note.

Location

Exhibit 2.3 to the Company’s Current Report
on Form 8-K/A dated September 29, 2004 and
filed with the Commission on November 1,
2004, :

Exhibit 3.09 to the Company’s Current Report
on Form 8-K dated July 27, 2005 and filed
with the Commission on August 1, 2005,

Exhibit 3.1 to the Company’s Current Report
on Form 8-K dated October 13, 2006 and
filed with the Commissiocn on October 19,
2006.

Exhibit 4.1 to the Company’s Registration
Statement on Form 8-A/A dated and filed
with the Commission on November 7, 2005.

Exhibit I(e) to the Company’s Form 8-A
Registration Statement dated June 10, 1997
and filed with the Commission on June 11,
1997,

Exhibit 4(e) to the Company’s Registration
Statement on Form 8-A dated and filed with
the Commission on February 4, 1998.

Exhibit 4(i}(d)(A) to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 1999,

Exhibit 6(c)(5) to the Company’s Form 8-A
Registration Statement dated April 19, 1990,

Exhibit 4(ii)(h)(1) to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
June 30, 1996.

Exhibit 4.03 to the Company’s Current Report
on Form 8-K dated June 17, 2004 and filed
with the Commission on June 18, 2004.

Exhibit 4(i)(m) to the Company’s Form S-3
Registration Statement (Registration

No. 33-64725) filed with the Commission on
November 15, 1995.

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated December 13, 2005 and

filed with the Commission on December 19,
2005.




Exhibit

4.10

4.11

412

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21

422

4.23

4.24

Description

Form of Seniar Debt Security.

Form of Subordinated Debt Security.

Form of Fixed Rate Medium-Term Note.

Form of Floating Rate Medium-Term Note.

6.50% Notes due 2009.

4.50% Medium-Term Notes due March 2008.

5.13% Medium-Term Note due January 2014.

4.25% Medium-Term Note due January 2009.

4.30% Medium-Term Note due July 2007.

3.90% Medium-Term Note due March 2010.

5.00% Medium-Term Notes due January 2012.

4.30% Medium-Term Note due July 2007.

5.25% Medium-Term Note due January 2015,
issued November 1, 2004.

5.25% Medium-Term Note due January 2015,
issued February 14, 2005.

5.25% Medium-Term Note due January 2015,
issued March 8, 2005.

Location

Exhibit 4(i)(n) to the Company’s Form 5-3
Registration Statement (Registration

No. 33-64725) filed with the Commission on
November 15, 1995.

Exhibit 4(i)(0) to the Company’s Form S-3
Registration Statement (Registration

No. 33-55159) filed with the Commission on
August 19, 1994

Exhibit 4.01 to the Company’s Current Report
on Form 8-K dated May 31, 2006 and filed
with the Commission on June 5, 2006.

Exhibit 4.02 to the Company’s Current Report
on Form 8-K dated May 31, 2006 and filed
with the Commission on June 5, 2006.

Exhibit 4 to the Company's Quarterly Report
on Form 10-Q for the quarter ended June 30,
2002.

Exhibit 4.13 to the Company's Annual Report
on Form 10-K for the year ended

December 31, 2002, and Exhibit 4.1 to the
Company’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2003.

Exhibit 4.2 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2003, and Exhibits 4.1 and 4.2
to the Company’s Quarterly Report on

Form 10-Q for the quarter ended March 31,
2004.

Exhibit 4.15 to the Company’s Annual Report
on Form 10-K for the year ended
December 31, 2003.

Exhibit 4.1 to the Company's Quarterly
Report on Form 10-Q for the quarter ended
June 30, 2004.

Exhibit 4.3 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
March 31, 2004.

Exhibit 4.19 to the Company's Annual Report
on Form 10-K for the year ended
December 31, 2004.

Exhibit 4.20 to the Company’s Annual Report
on Form 10-K for the year ended
December 31, 2004.

Exhibit 4.21 to the Company’s Annual Report
on Form 10-K for the year ended
December 31, 2004,

Exhibit 4.22 to the Company's Annual Report
on Form 10-K for the year ended
December 31, 2004.

Exhibit 4.23 to the Company’s Annual Report
on Form 10-K for the year ended
December 31, 2004.




Exhibit
4.25

4.26

427

4.28

4.29
10.01*
10.02*
10.03
10.04

10.05*

10.06
10.07+
10.08*
10.09*
10.10*

10.11*

Description

5.25% Medium-Term Note due January 2015,
issued May 3, 2005.

5.25% Medium-Term Note due January 20186,
issued September 7, 2005.

Registration Rights Agreement dated
October 12, 2006 between the Company and
the Initial Purchasers of the Company’s
3.625% Convertible Senior Notes due 2011.

Indenture dated October 12, 2006 between the
Company and U.S. Bank National
Association, as Trustee, relating to the
Company's 3.265% Convertible Senior Notes
due 2011, including the form of note.

6.05% Medium-Term Note due June 2013,
issued June 7, 2006.

1985 Stock Option Plan, as amended.

1991 Stock Purchase and Loan Plan,

Subordination Agreement dated April 16,
1998, between the Company and

United Dominion Realty, L.P.

Servicing and Purchase Agreement dated as of

June 24, 1999, including as an exhibit thereto
the Note and Panicipation Agreement forms.

Form of Restricted Stock Awards,

Description of United Dominion Realty Trust,
Inc. Shareholder Value Plan.

Description of United Dominion Realty Trust,
Inc. Executive Deferral Plan.

Retirement Agreement and Covenant Not to
Compete between the Company and John P,
McCann dated March 20, 2001,

Description of Series A Out-Performance
Program.

Description of Amendment 1o Series A Out-
Performance Program.

1999 Long-Term Incentive Plan (as amended
and restated through February 10, 2006).

Location

Exhibit 4.3 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
March 31, 2005.

Exhibit 4.1 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2005.

Exhibit 4.1 to the Company’s Current Repont
on Form 8-K dated October 5, 2006 and filed
with the Commission on October 12, 2006.

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated Qctober 5, 2006 and filed
with the Commission on October 12, 2006.

Exhibit 4.3 to the Company's Quarterly
Report on Form 10-Q for the quarter ended
June 30. 2006.

Exhibit 10(iv) to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
June 30, 1998,

Exhibit 10(viii) to the Company's Quarterly
Report on Form 10-Q for the quarter ended
March 31, 1997

Exhibit 10(vi)(a) to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
March 31, 1998,

Exhibit 10(vii) to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
June 30, 1999,

Exhibit 99.6 to the Company's Current Report
on Form 8-K dated December 31, 2004 and
filed with the Commission on January 11,
2005.

Exhibit 10(x) to the Company’s Annual
Report on Form 10-K for the year ended
December 31, 1999,

Exhibit 10(xi) to the Company’s Annual
Report on Form 10-K for the year ended
December 31, 1999,

Exhibit 10(xv) to the Company’s Quarterly

Report on Form 10-Q for the quarter ended
March 31, 2001.

Exhibit 10(xvii) to the Company's Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2001.

Exhibit 10.03 to the Company's Current
Report on Form 8-K dated May 3, 2005 and
filed with the Commission on May 9, 2005.
Appendix A to the Company's Definitive
Proxy Statement dated March 31, 2006 and

filed with the Commission on March 30,
2006.




Exhibit

10.12

10.13

10.14

10.15

10.16

10.17

10.18*

10.19*

10.20*

10.21*

10.22

10.23

Description

Second Amended and Restated Agreement of
Limited Partnership of Heritage Communities
L.P.

First Amendment of Second Amended and
Restated Agreement of Limited Partnership of
Heritage Communities L.P.

Second Amendment to Second Amended and
Restated Agreement of Limited Partnership of
Heritage Communities L.P.

Credit Agreement dated as of August 14,
2001, between the Company and certain
subsidiaries and ARCS Commercial Mortgage
Co., L.P,, as Lender, as amended through
QOctober 5, 2006.

Credit Agreement dated as of December 12,
2001. between the Company and certain
subsidiaries and ARCS Commercial Mortgage
Co., L.P, as Lender, as amended through
September 29, 2006.

Amended and Restated Credit Agreement
dated May 25, 2005 between the Company
and Wachovia Capital Markets, LLC and

I.P. Morgan Securities Inc., as Joint Lead
Arrangers and Joint Bookrunners, Wachovia
Bank, National Association, as Administrative
Agent, JPMorgan Chase Bank, N.A_, as
Syndication Agent, SunTrust Bank and Wells
Fargo Bank, National Assoctation, as
Documentation Agents, Citicorp North
America, Inc., KeyBank. N.A. and U.S. Bank
National Association, as Managing Agents,
and LaSalle Bank National Association,
Mizuho Corporate Bank, Lid., New York
Branch and UFJ Bank Limited, New York
Branch as Co-Agents, and each of the
financial institutions initially signatory thereto
and their assignees.

Description of Series B Out-Performance
Program.

Description of New Out-Performance
Program.

Description of Series C Out-Performance
Program.

Participation in the Series C Out-Performance
Program.

Amended and Restated Agreement of Limited
Partnership of United Dominion Realty, L.P.
dated as of February 23, 2004.

First Amendment to the Amended and
Restated Agreement of Limited Partnership of
United Dominion Realty, L.P.

Location

Exhibit 10.3 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2003.

Exhibit 10.4 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2003.

Exhibit 10.5 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2003.

Filed herewith.

Filed herewith.

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated May 25, 2005 and filed
with the Commission on May 27, 2005.

Exhibit 10.22 10 the Company’s Annual
Report on Form 10-K for the year ended
December 31, 2003.

Exhibit 10.01 to the Company’s Current
Report on Form 8-K dated May 3, 2005 and
filed with the Commission on May 9, 2005.

Exhibit 10.02 to the Company’s Current
Report on Form 8-K dated May 3, 2005 and
filed with the Commission on May 9, 2005.

Exhibit 10.07 to the Company’s Quarterly
Report on Form 10-Q) for the quarter ended
June 30, 2005.

Exhibit 10.23 to the Company’s Annual
Report on Form 10-K for the year ended
December 31, 2003.

Exhibit 10.06 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
June 30, 2005.




Exhibit
10.24*

10.25%

10.26*

10.27%

10.28*

10.29

10.30*

10.31*

10.32*

10.33*

10.34*

10.35

10.36

10.37%

10.38*

10.39*

Description

Employment Agreement of Richard A,
Giannotti dated December 8, 1998.

Summary of 2006 Director Compensation.

Description of the Series D Out-Performance
Program.

Executive Compensation Summary,

Agreement between the Company and
Thomas W. Toomey dated November 7, 2005,
regarding corporate aircraft.

Indenture dated October 12, 2006 between the
Company and U.S. Bank National
Association, as Trustee, including the form of
note.

Letter Agreement between the Company and
Michael A. Ernst.

Form of Indemnification Agreement.

Form of Notice of Performance Contingent
Restricted Stock Award.

Separation Agreement dated November 9,
2006 between the Company and Christopher
D. Genry.

Summary of 2007 Director Compensation.

Senior Indenture dated as of November 1,
1995, as supplemented by Supplemental
Indenture dated as of June 11, 2003.

Indenture dated December 19, 2005 between
the Company and SunTrust Bank, as Trustee,
including form of note.

Notice of Performance Contingent Restricted
Stock Award, including Restricted Stock
Award Agreement for 2,350 Shares, for Mark
M. Culwell, Jr.

Restricted Stock Award Agreement for
7,418 Shares for Mark M. Culwell, Jr.

Restricted Stock Award Agreement for
37,092 Shares for Mark M. Culwell, Ir.

Location

Exhibit 10.24 to the Company’s Annual
Report on Form 10-K for the year ended
December 31, 2004,

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated January 3, 2006 and filed
with the Commission on January 6, 2006.

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated May 2, 2006 and filed
with the Commission on May 8, 2006,

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated February 15, 2006 and
filed with the Commission on February 21,
2006.

Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2005.

See Exhibit 4.28.

Exhibit 10.01 to the Company’s Current .
Report on Form 8-K dated May 31, 2006 and

filed with the Commission on June 5, 2006.

Exhibit 10.3 to the Company’s Current Report

on Form 8-K dated May 2, 2006 and filed

with the Commission on May 8, 2006,

Exhibit 10.2 to the Company’s Current Report

on Form 8-K dated May 2, 2006 and filed

with the Commission on May 8, 2006,

Exhibit 10.3 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
September 30, 2006.

Exhibit 10.1 to the Company’s Current Report
on Form 8-K dated December 7, 2006 and
filed with the Commission on December 12,

2006.
See Exhibits 4.06 and 4.07.

See Exhibit 4.09.

Exhibit 10.]1 to the Company’s Current Report
on Form 8-K dated June 21, 2006 and filed
with the Commission on June 23, 2006.

Exhibit 10.2 to the Company’s Current Report
on Form 8-K dated June 21, 2006 and filed
with the Commission on June 23, 2006.
Exhibit 10.3 to the Company’s Current Report
on Form 8-K dated June 21, 2006 and filed
with the Commission on June 23, 2006.




Exhibit

10.40

10.41

12

21
23

311

3Lz

32.1

322

Description

Second Amendment to the Amended and
Restated Agreement of Limited Partnership of
United Dominion Realty, L.P.

Amended and Restated Master Credit Facility
Agreement dated June 24, 2002 between the
Company and Green Park Financial Limited
Partnership, as amended through February 14,
2007.

. Computation of Ratio of Earnings to Fixed

Charges.

Subsidiaries.

Consent of Independent Registered Public
Accounting Firm.

Rule 13a-14(a) Certification of the Chief
Executive Officer.

Rute 13a-14(a) Certification of the Chief
Financial Officer.

Section 1350 Certification of the Chief
Executive Officer.

Section 1350 Certification of the Chief
Financial Officer.

Location

Exhibit 10.6 to the Company’s Quarterly
Report on Form 10-Q for the quarter ended
March 31, 2006.

Filed herewith,

Filed herewith.

Filed herewith.
Filed herewith.

Filed herewith.
Filed herewith.
Filed herewith.

Filed herewith.




Exhibit 12

Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends
{Dollars in thousands)

Years Ended December 31,

2006 2005 2004 2003 2002
(Loss)/income before discontinued operations, net of
minority interests. ... .. ..., ... ...... $(27407) $ 729 $§ 6976 $ 7.086 $ (28,922)
Add:
Portion of rents representative of the interest
factor. ... ... . .. 679 667 651 651 691
Minority interests. .. ... ... ... .. ... ... .. (2,619) (810H (1,048) (2,047 (2,288)
Interest on indebtedness from continuing
operations .. ............ .. .. .. ... .. .. 182,285 162.773 122,024 114300 124.901
Eamings ....... .. ... ... ... ... ... . ... $152,938 $163.359 $128.603 $119.990 § 94,382
Fixed charges and preferred stock dividend:
Interest on indebtedness from continuing
OPerations ..................... ... ... . $182,285 $162.773 $122,024 $114,300 SI 24,901
Capitalized interest .. ..... .. ..... ... .. .. 5,173 2,769 986 1,808 93]
Portion of rents representative of the interest
factor. ... ... ... ... 679 667 651 651 691
Fixedcharges. ............... ... ... . 188,137 166,209 123,661 116,759  126.523
Add:
Preferred stock dividend. . ... ..... ... .. . . .. 15,370 15,370 19,531 26.326 27424
Accretion of preferred stock. ... ... ... .. .. — — 5,729 19.271 —
Preferred stock dividend and accretion of
preferred stock ............. ... ... 15,370 15,370 25.260 45,597 27,424
Combined fixed charges and preferred
stock dividend. . . ..., ... .. .. ... $203,507 S$181,579 $148.921 $162.356 $153.947
Ratio of earnings to fixed charges ...... ... .. ... — — 1.04x F.03x -—

Ratio of earnings to combined fixed charges and
preferred stock dividend. .. ... ........ ... .. — — — -_ —

For the year ended December 31, 2006, the ratio of earnings to fixed charges was deficient of achieving
a 1:1 ratio by $35.2 million.

For the year ended December 31, 2006, the ratio of carnings to combined fixed charges and preferred
stock dividend was deficient of achieving a 11 ratio by $50.6 million.

For the year ended December 31, 2005, the ratio of earnings to fixed charges was deficient of achieving
a 1:1 ratio by $2.9 million.

For the year ended December 31, 2005, the ratio of earnings to combined fixed charges and preferred
stock dividend was deficient of achieving a 1:1 ratio by $18.2 million.

For the year ended December 31, 2004. the ratio of earnings to combined fixed charges and preferred
stock dividend was deficient of achieving a 1:1 ratio by $20.3 million.

For the year ended December 31, 2003, the ratio of earnings to combined fixed charges and preferred
stock dividend was deficient of achieving a 1:1 ratio by $42.4 million.

For the year ended December 31, 2002, the ratio of earnings to fixed charges was deficient of achieving
a I:1 ratio by $32.1 miltion.

For the year ended December 31, 2002, the ratio of earnings to combined fixed charges and preferred
stock dividend was deficient of achieving a 1:1 ratio by $59.6 million.




General Information

Corporate Headquarters

UDR

400 East Cary Street
Richmend, virginia 23219-3816
{804) 780-2691

(804) 343-1912 FAX

Executive Office

UDR

1745 Shea Center Drive, Suite 200
Highlands Ranch, Colorado 80129
(720) 283-6120

{720) 283-2452 FAX

Investor Services
E-Mail: ir@udr.com (formerty ir@udrt.com)
Website: ir.udr.com {formeny ir.udrt.com)

Independent Auditors
Ernst & Young LLP

901 East Cary Street
Richmond, Virginia 23219

Legal Counsel

Morrison & Foerster LLP

5200 Republic Plaza

370 Seventeenth Street
Denver, Colorado 80202-5638

Transfer Agent and Registrar
Wells Fargo Shareowner Services
161 North Concord Exchange
South 8t. Paul, Minnesocta 55075
Investor Information: {800) 468-9716

Common Stockholders
As of January 31, 2007, UDR had 5,897
common stockholders of record.,

Associates
As of January 31, 2007, UDR had 1,955

full and pan-time associates.

Annual Meeting

The Annual Meeting of Stockholders is scheduled

for Tuesday, May 8, 2007, at 9:00 a.m.,

at the Brown Palace Hotel in Denver, Cotorado.
All stackholders are cordially invited to attend.

Member

National Association of Real Estate
Investment Trusts (NAREIT)

National Apartment Association

National Multi-Housing Council

The Real Estate Roundtable

Investor Services

For copies of UDR's Annual Report on Form 10-K, as filed
with the Securities and Exchange Commission (provided
without charge), or other investor assistance, please call,
write or e-mail Investor Services at the executive office, or
refer to the website.

Dividend Reinvestment and Stock Purchase Plan
UDR ofiers its common and preferred stockholders the
opportunity to purchase additional shares of common
stock through the Dividend Reinvestment and Stock
Purchase Plan. Information regarding the Plan can be
obtained by contacting investor Saervices.

Common Stock Price

The table below sets forth the range of the high and low
sales prices per share for each quarter of the last two years,
Dividend information reflects distributions declared for each
calendar quarter and paid approxirmately one month after the
end of the quarter,

Commaon

Stock

2006 High Low Dividend
1st Quarter $29.05 $23.4 $0.3125
2nd Quarter 28.82 25.50 0.3125
3rd Quarter 30.81 26.97 9.31 25
4th Quarter 33.75 23.95 0.3125
Common

Stock

2005 High Low Dividend
1st Quarter $24.75 $ 20.55 $ 0.3000
2nd Quarter 24.15 20.57 0.3000
3rd Quarter 25.97 22.70 0.3000
4th Quarter 23.97 20.88 0.3000

Stock Listing

New York Stock Exchange (NYSE)

Symbols: UDR {Common)
UDRpfb (Preferred)

Disclosure of Section 303A.12(a) Certifications

On May 19, 2008, the Company's Chief Executive Officer submitted
to the New York Stock Exchange the annual certification required by
Section 303A.12(a) of the NYSE Listed Company Manual regarding the
Company's compliance with NYSE corporate governance listing
standards. In addition, the certifications of the Company's Chief
Executive Officer and Chief Financial Officer reguired under Section
302 of the Sarbanes-Oxley Act of 2002 were filed as Exhibits 31 .1
and 31.2, respectively, to the Company's Annual Report on Form
10-K for the year ended December 31, 2006.
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Corporate Information

left to right:

Eric J. Foss
Robert B Freeman
Jon A. Grove
James D, Klingbeil

Board of Directors

Katherine A, Cattanach

left to right:

Robert C. Larson
Thomas R. Qliver
Lynne B. Sagalyn
Mark J. Sandler
Thomas W. Toomey
Thomas C. Wajnert

Katherine A. Cattanach 24
Private Investor

Formerly Gengral Partner
INVESCO Private Capital, Inc.

Eric J. Foss 2
President & Chief Executive Officer
The Pepsi Botlling Group, Inc.

Robert P. Freeman ?

President
Landfall Capital LLC

Senior Officers

Jon A, Grove?

Private Investor

Formerly Chairman, President
& Chief Executive Officer
ASR Imvestment Corporation

James D. Klingbeil '*

Vica Chairman of the Board
Chairman & Chief Executive Officer
Klingbeil Multi-family Funds IV, V & VI

Robert C. Larson’

Chairman of the Board

Managing Director Lazard Alternative
Investments LLC & Chairman of
L.azard Rea! Estate Partners, LLC

Thomas R. Oliver *
Private Investor

Formerly Chairman &

Chief Executive Officer
InterContinental Hotels, Inc.

Lynne B. Sagalyn >
Professor of Real Estate
Development & Planning
University of Pennsylvania

Mark J. Sandler 24

Private Investor

Formerly Senior Managing Director
Bear, Stearns & Go., Ino.

Thomas W. Toomay '
Chief Executive Officer
& President

Thomas C. Wajnert 2?
Private Investor

Senior Adviscr, Bear Stearns
Merchant Banking

& tormerly Chairman &

Chief Executive Gificer

AT&T Capital Corporation

commiltees:

1 — executive

2 - audit

3 - compensation

4 — corporate governance /
nominating

EXECUTIVE OFFICERS

Thomas W. Toomey
Chiet Executive Officer & President

W. Mark wallis

Senior Executive Vice President
Acquisitions, Dispositions, Asset
Quality & Development

Michael A. Ernst
Executive Vice President
& Chiet Financial COtficer

Martha R. Carlin
Executive Vice President
Operations

Richard A. Giannotti
Executive Vice President
Redevelopment

SENIOR VICE PRESIDENTS

Matthew T. Akin
Acquisitions & Dispasitions

Lester C. Boeckel
Condominiums

Mark M. Culwell
Development

Patrick S, Gregory
Chief Information Officer

Senior Vice Presidents coni.

David L. Messenger
Chief Accounting Officer

Erin Ditto O’Brien
Property Operations

Stacy M. Riffe
Chief Financial Officer — RE3

Thamas A. Spangler
Business Development

5. Douglas Walker
Transaclions / Asset Quality

VICE PRESIDENTS / AREA DIRECTCRS

Kathryn O. Clem
Texas / Colorado

Jerry A. Davis
West

Louis N, Kovalsky
Mid-Atlantic

Dennis E. Sandidge
Southeast

Kristin L. Stanton
Midwest / North Carglina

VICE PRESIDENTS / CORPCRATE

Charles L. Barth
Asset Quality

R. Bruce Blanton
Information Systems

Richard A. Crane
Asset Quality - Construction

Gregory M. Duggan
Redevelopment

Denise L. Fansler
Acquisitions & Dispositions

Douglas F. Fee
Asset Quality

Nellcine Ford
Human Resources

Terry D. Fulbright
Business Development

David F. Houghton
Purchasing

L. Devon Kistler
IT Operations

Thomas E. Lamberth
Development

Joseph A. Milan
Risk Management

Susan K. Northcutt
Recruiting / Associate Development

Vice Presigents / Corporate cont.

Mary Ellen Norwood
Legal Administration
Corparate Secretary

Thomas M. Pritzkau
Asset Quality

Cheryl F. Pucci
Business Development /
Regulatory

Michael B. Rogers
Property Tax Administration

R. L. Ross 1l
Development

Milton A, Scott, Jr.
Redevelopment

Thomas P. Simon
Treasurer

L. Scott 5t. Clair
Asset Quality -
Kitchen & Bath Program

Steven H. Taraborelli
Internet Marketing

Larry D. Thede
Investor Relations

James M. Wallace
Corporate Tax




Opening doors to the future®

We changed our name and identity to UDR to reflect our focus on the future and
not the past. Even though we have a proven track record of delivering superior
shareholder returns, the fact is, markets are quickly changing and we must change
with them. Today, we're the fourth largest multi-family real estate investment trust in
the nation, and an S&P 400 company. Our four strategies (pages 6-13} will drive our
future performance and create value for investors, residents, associates and partners.
Learn more at UDR.com, formery UDART com

END




